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tion based on those charges set 
aside, and proceedings remanded 
to association for a re-examination 
of the sanctions imposed, and to 
provide association with opportunity 
to prove charges that it had impro- 
perly deemed admitted. 
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SECURITIES ACT OF 1933 
Release No. 6135/October 16, 1979 


Information has come to the attention of the Com- 
mission that International Monetary Exchange, S.A., 
has solicited investors in the United States, through 
the mails and the means and instruments of transpor- 
tation and communication of interstate commerce, to 
purchase securities, namely, investments purporting 
to consist of leasehold interests in supposed gold- 
mining properties. Since no registration statement 
has been filed nor become effective pursuant to the 
Securities Act of 1933 with respect to these 
securities, their offer and sale may be in violation of 
Section 5 of the Securities Act of 1933. 


Accordingly, the Commission has placed Interna- 
tional Monetary Exchange, S.A., on the Foreign 
Restricted List, which is composed of foreign 
corporations and entities whose securities are being 
offered in the United States in apparent 
non-compliance with the registration requirements of 
the Securities Act of 1933. 


The Commission requests that any person having 
information concerning the offer or sale of these 
securities contact Jeremy Rosenblum at 500 North 
Capitol Street, N.W., Room 444, Washington, DC 
20549 (Telephone Number — (202) 272-2302). 





SECURITIES ACT OF 1933 
Release No. 6136/October 16, 1979 


TRUST INDENTURE ACT OF 1939 
Release No. 542/October 16, 1979 
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No-Action Position Respecting Public Offerings of 
Debt Securities Registered on Form S-18 Without 
Qualification of an Indenture Under the Trust 
Indenture Act 


ACTION: No-Action Position. 


SUMMARY: The Commission announces that it will 
not take enforcement action against persons utilizing 
Form S-18 to offer $1,500,000 or less of debt 
securities for public sale pursuant to the Securities 
Act of 1933 [17 U.S.C. 77 et seq., as amended by 
Pub. L. No. 94-29 (June 4, 1975)] without qualifying 
the trust indenture with respect thereto under the 
applicable provisions of the Trust Indenture Act of 
1939 [15 U.S.C. 77aaa et seq. ]. 


EFFECTIVE DATE: Upon publication in the Federal 
Register. 


FOR FURTHER INFORMATION CONTACT: Robert 
Rupp, Office of Small Business Policy, (202) 
272-2644, or Norman Schou, Office of the Chief 
Counsel, (202) 272-2573, Division of Corporation 
Finance, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission announced today that it 
will not take enforcement action against any issuer 
that offers $1,500,000 or less of debt securities during 
any consecutive twelve-month period in a_ public 
offering registered on Form S-18 pursuant to the 
Securities Act of 1933 without qualifying the trust 
indenture covering such securities under the Trust 
Indenture Act of 1939 (the “‘Act’’). 


A trust indenture is required to be used in public 
offerings of debt securities exceeding $250,000 by the 
same issuer in any consecutive twelve-month period. 
The indenture is not required to be qualified under 
the Act if the aggregate principal amount outstanding 
under the indenture is limited to $1,000,000 during 
any consecutive period of thirty-six months. 


Congress recently authorized the Commission to raise 
the ceiling on offerings exempt from registration 
pursuant to Regulation A! under Section 3(b)2 of the 
Securities Act of 1933 from $500,000 to $1,500,000 in 
May 1978 and to $2,000,000 in October 1978.2 In 





117 CFR 230.251 et seq. (1979). 


215 U.S.C. 77c(b) (1976). 


3Pub. L. No. 95-283, May 21, 1978 and Pub. L. No. 
95-425, October 6, 1978. 





September 1978, the Commission raised the 
applicable Regulation A ceiling from $500,000 to 
$1,500,000, thereby subjecting certain larger Regula- 
tion A offers to the qualification provisions of the 
Act. 


In light of the policy considerations underlying the 
Congressional authorization to raise the ceiling on 
Regulation A offers, the Commission has determined 
that requiring qualification of indentures in these 
offers would impose an unnecessary burden on small 
issuers. In this regard, it should be noted that when 
the $1,000,000 threshold for qualification of 
indentures under the Act was adopted in 1939, which 
has since remained unchanged, the ceiling on 
offerings permitted to be exempt from registration 
under Section 3(b) and Regulation A thereunder 
was only $100,000. Accordingly, although the Act 
technically appears to require the use of a trust 
indenture qualified under the provisions of the Act for 
any public offering of debt securities of the same 
issuer exceeding $1,000,000 in any consecutive 
period of thirty-six months, the Commission recently 
stated it would not take any enforcement action 
against such an issuer for failure to qualify an 
indenture under the Act pursuant to Regulation A, 
provided that the indenture limited the amount of 
securities outstanding under it to $1,500,000 during 
any consecutive twelve-month period. 


The Commission also recently adopted Form S-18, a 
simplified registration statement which is available to 
certain non-reporting corporations to publicly offer up 
to $5,000,000 worth of securities. The adoption of 
this Form represents an important step in the 
Commission's ongoing effort to lessen the burden of 
its rules and regulations on small issuers in a manner 
consistent with the protection of investors and 
thereby facilitate capital formation by small 
businesses. Currently, issuers utilizing Form S-18 for 
the registration of more than $1,000,000 aggregate 
amount of debt securities are required to comply with 
the filing and qualification provisions of the Act. 


However, in view of the basic purpose of Form S-18, 
to facilitate capital formation by small businesses by 
limiting the regulatory burdens whenever possible 
consistent with the protection of investors, the 
Commission has determined to adopt an enforcement 
position with respect to S-18 offerings consistent 
with that previously announced with respect to 
Regulation A. Accordingly, the Commission will not 
take any enforcement action against any issuer that 
offers $1,500,000 or less of debt securities registered 





4See Securities Act Release No. 33-6059 (April 25, 
1979), 44 FR 26739 (May 7, 1979). 


on Form S-18 during any consecutive twelve-month 
period for failure to qualify an indenture with respect 
thereto under the Act. 


It shouid be noted that the no-action position taken 
for Regulation A debt offers relates to $1,500,000 per 
indenture during any consecutive twelve-month 
period, whereas the present no-action position relates 
to $1,500,000 of debt securities by the issuer during 
any consecutive twelve-month period. 


Issuers of debt securities registered on Form S-18 in 
amounts exceeding $250,000 will remain subject to 
Section 304 of the Trust Indenture Act which requires 
that an indenture be used, but that it need not 
contain the qualifying provisions. Moreover, the staff 
continues to encourage issuers in such cases to 
provide for a trustee in order to facilitate the 
collective enforcement of security holders’ rights 
although use of a trustee is not a statutory 
requirement in indentures which are not qualified 
under the Trust Indenture Act. 


This no-action position will remain effective until the 
Congress amends the Trust Indenture Act so as to 
provide a statutory exemption from qualification or to 
indicate an intention that qualification is required for 
small offers. With regard to Régulation A, the 
Commission has indicated that if the Regulation A 
ceiling is increased from $1,500,000 to $2,000,000, 
qualification will not be required of any indenture 
limiting the amount of securities to be outstanding 
under it to $2,000,000 in any consecutive twelve- 
month period. For the reasons outlined above, if the 
Regulation A ceiling is increased to $2,000,000, the 
no-action position announced today will likewise be 
extended to debt offers registered on Form S-18 by 
the issuer of up to $2,000,000 in any twelve-month 
period. 


Accordingly, Parts 231 and 261 of Title 17 of the 
Code of Federal Regulaitons are amended by adding 
this release thereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6137/October 18, 1979 
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In the Matter of 


ARENT, FOX, KINTNER, PLOTKIN & KAHN 
PROFIT-SHARING RETIREMENT PLAN 
1815 H Street, N.W. 

Washington, D.C. 20006 


(18-64) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 3(a)(2) OF THE SECURITIES ACT OF 
1933 FOR AN ORDER EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS ISSUED IN 
CONNECTION WITH THE ARENT, FOX, KINTNER, 
PLOTKIN & KAHN PROFIT-SHARING RETIREMENT 
PLAN 


NOTICE IS HEREBY GIVEN that Arent, Fox, Kintner, 
Plotkin & Kahn (hereinafter the ‘Firm’ or ‘‘Appli- 
cant’), a law firm organized as a partnership under 
the laws of the District of Columbia, has, by letter 
dated September 25, 1979, filed an application for 
exemption from the registration requirements of the 
Securities Act of 1933 (the ‘‘Act’’) for participations 
or interests issued in connection with the Arent, Fox, 
Kintner, Plotkin & Kahn Profit-Sharing Retirement 
Plan (the ‘‘Plan’’). All interested persons are referred 
to that document, which is on file with the Commis- 
sion, for the facts and representations contained 
therein, which are summarized below. 


1. Introduction 


The Plan covers only the Applicant's partners, of 
whom 58 were eligible to participate, and of whom 50 
were active participants, as of December 31, 1978. At 
December 31, 1978, the aggregate market value of 
the assets of the Plan was $1,011,759. 


Applicant states that the Plan is of the type 
commonly referred to as a “Keogh” plan, which 
covers persons (in this case, the Firm’s partners) who 
are “employees” within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954, as 
amended (the “Code’’), and therefore is excepted 
from the exemption provided by Section 3(a)(2) of 
the Act for interests or participations in employee 
benefit plans of corporate employers. 


In relevant part, Section 3(a)(2) of the Act provides 
that the Commission may exempt from the provisions 
of Section 5 of the Act any interest or participation 
issued in connection with a pension or profit-sharing 
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plan which covers employees, some or all of whom 
are employees within the meaning of Section 
401(c)(1) of the code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


ll. Description and Administration of the Plan 


The Firm states that the Plan, originally adopted 
effective as of January 1, 1972, was amended and 
restated in its entirety, effective as of January 1, 
1976, in order to comply with the Employee 
Retirement Income Security Act of 1974 (“ERISA”). 
The Plan was subsequently amended as of January 1, 
1977. The Firm states that the Internal Revenue 
Service (“IRS’’) has issued a ruling dated June 27, 
1977, to the effect that the Plan is a qualified plan 
under Section 401(a) of the Code. 


The Applicant states that the Plan is subject to the 
fiduciary responsibilities and reporting and disclosure 
requirements of ERISA. 


The Applicant submits that the Plan is not a uniform 
prototype or master plan designed to be marketed by 
a sponsoring financial institution or promoter to 
numerous unrelated self-employed persons. The Plan 
was prepared by attorneys in the Firm and covers 
only partners of the Firm. 


The Firm states that it has employed an independent 
adviser to provide investment services with respect to 
the Plan. The Plan is administered through a single 
trust with three of the Firm’s partners acting as 
trustees (the ‘‘Trustees’’), who are responsible for the 
management, operation and administration of the 
Plan under an agreement of trust, originally entered 
into on October 27, 1972, and amended in its entirety 
on December 6, 1976 (the ‘Trust Agreement’). 
Under the Trust Agreement the Trustees have the 
power in their sole discretion to invest and reinvest 
Plan assets in any permitted investments as provided 
therein. The assets of the Plan have not been 
commingled in collective investment media with the 
assets of the plans of other employers and the 
Applicant represents that the Trustees have no 
intention of commingling Trust assets. 


The Firm makes annual contributions to the Plan on 
behalf of participants usually based on a percentage 
of the participant’s share of Firm net income, not to 
exceed $7,500. The Plan provides that participants 
may make voluntary contributions to the Plan of not 
more than 10 percent of such participant’s share of 


Firm net income for all years during which the person : 


has been a participant, subject to certain limitations. 





The Firm represents that it has not distributed and 
does not intend to distribute any type of promotional 
material relating to the Plan and has not made and 
does not intend to make any solicitation of voluntary 
contributions under the Plan. The Firm makes 
available to Plan participants without charge copies 
of the Plan and Trust Agreement, and furnishes each 
participant with other descriptive materials relating to 
various features of the Plan, including annual 
financial statements of the Plan. 


Applicant contends that the primary reason for 
denying a blanket exemption under the Act to 
pension and profit-sharing plans covering self- 
employed persons was a concern on the part of 
Congress that such plans constitute complex invest- 
ment vehicles, interests in which could be sold by 
sponsoring financial institutions to self-employed 
person who might not be sophisticated in the 
securities field or who might be unable to protect 
adequately their interests and those of their 
participating employees. However, Applicant urges 
that the plan covers its partners who are themselves 
engaged in furnishing legal services of a type which 
necessarily involve financially sophisticated and 
complex matters and therefore are able to protect 
their interests adequately without the protection of 
the registration requirements of the Act. Applicant 
believes that the rigorous disclosure requirements of 
ERISA and the fiduciary standards and duties 
imposed thereunder are adequate to provide full 
protection to the participants. 


Finally, Applicant maintains that the possible need for 
an exemptive order arises only because the Firm does 
business as a partnership, in that if the Firm were 
incorporated, its partners would not be self-employed 
persons and there would be no question as to the 
availability of the exemption. 


The Firm concludes that, for the foregoing reasons, 
granting the requested exemptive order would be 
appropriate in the public interest and consistent with 
the protection of investors and purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 13, 1979 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his or her interest, the 
reason for such request and the issues, if any, of fact 
or law proposed to be controverted, or he or she may 
request to be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Firm at the address stated above. Proof of 


such service (by affidavit, or in the case of an 
attorney at law, by certificate) shall be filed 
contemporaneously with the request. An order 
disposing of the matter will be issued as of course 
following November 13, 1979, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponement thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6138/October 18, 1979 


In the Matter of 


DRINKER BIDDLE & REATH PROFIT-SHARING 
PLAN 

1100 Philadelphia National Bank Building 
Philadelphia, PA 19107 


(18-59) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 FOR AN ORDER 
EXEMPTING FROM THE PROVISIONS OF SECTION 
5 OF THE ACT INTERESTS OR PARTICIPATIONS 
ISSUED IN CONNECTION WITH THE DRINKER 
BIDDLE & REATH PROFIT-SHARING PLAN 


NOTICE IS HEREBY GIVEN that the law firm of 
Drinker Biddle & Reath (the ‘’Applicant’’), a 
Pennsylvania partnership, has by letter dated August 
13, 1979, applied for an exemption from the registra- 
tion requirements of the Securities Act of 1933 (the 
“Act’’) for any participations or interests issued in 
connection with its Profit-Sharing Plan (the “’Plan’’) 
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for all partners and employees who have attained age 
25 and have completed three years of service with the 
Applicant. All interested persons are referred to the 
application, which is on file with the Commission, for 
the facts and representations contained therein, 
which are summarized below. 


|. Introduction 


The Plan covers all of Applicant’s partners and 
employees of whom there were 250 as of August 13, 
1979. All employees are eligible to participate in the 
Plan if they have attained age 25 and have completed 
three years of service with the Firm. 


The Plan is of a type commonly referred to as a 
“Keogh” plan, which covers persons (in this case all 
of the Firm’s non-owner employees) who are 
“employees” within the meaning of Section 401(c)(1) 
of the Internal Revenue Code of 1954, as amended 
(the ‘‘Code’’). Therefore, even though the Plan is 
qualified under Section 401 of the Code, the exemp- 
tion provided by Section 3(a)(2) of the Act is 
inapplicable to interests in the Plan. 


In relevant part, Section 3(a)(2) provides that the 
Commission may exempt from the provisions of 
Section 5 of the Act any interest or participation 
issued in connection with a pension or profit-sharing 
plan which covers employees, some or all of whom 
are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


ll. Description and Administration of the Plan 


Applicant states that the Plan which has been quali- 
fied under Section 401 of the Code since its incep- 
tion, was restated effective as of November 1, 1976 in 
order to comply with the requirements of the 
Employee Retirement Income Security Act of 1974 
(“ERISA”). The Internal Revenue Service (the “IRS’’) 
has issued a ruling to the effect that the Plan as 
amended continues to be a qualified Plan under 
Section 401 of the Code. The Plan is an employee 
profit-sharing plan subject to the fiduciary standards 
and to the full reporting and disclosure requirements 
of ERISA. 


The Plan has a mandatory Firm contribution feature 
and a voluntary participant contribution feature, both 
of which are based on a percentage of compensation. 
In general, the Firm’s annual contributions out of net 
profits on behalf of a participant plus any voluntary 
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contributions, in amounts up to 10% of income (with 
certain limitations), such participant makes for the 
year cannot exceed the lesser of $32,700 or 25% of 
earnings (the $32,700 figure will be adjusted in future 
years to cover cost-of-living increases). 


Applicant states that the Plan is administered by an 
Administrative Committee appointed by its Managing 
Partners through a single trust with five partners of 
the Applicant, who are appointed by the Managing 
Partners, serving as trustees. The Plan presently has 
three principal investment vehicles: a General Invest- 
ment Fund, Individual Investment Funds, and The 
American Bar Retirement Association Master Trust 
for Self-Employed Retirement Plans (the “ABRA 
Trust’’). The Plan will be further amended, effective 
for the Plan year ending October 31, 1979, to permit 
each participant to direct that all or a portion of 
Applicant’s contribution on behalf of such partici- 
pant be invested in bank time deposits or savings 
accounts, the ABRA Trust, or in shares of one or 
more registered investment companies having assets 
in excess of $10,000,000, rather than in the General 
Investment Fund. As amended, the Plan will also 
permit participants to shift investments among the 
various alternatives subject to certain limitations on 
frequency and amount, and to direct that voluntary 
contributions be invested as a part of the General 
Investment Fund or in any of the other above- 
referenced alternatives. 


Contributions made by Applicant on behalf of par- 
ticipants are held in trust, and invested in accordance 
with the provisions of the Plan. The Plan permits 
separate investment funds to be managed by 
separate investment managers, who may be 
appointed by the Firm. Under the Trust Agreement, 
the Trustees have the exclusive responsibility and 
authority to hold, invest, reinvest and administer the 
trust assets, not otherwise committed to manage- 
ment by the one or more Investment Managers, in 
accordance with the Plan and the Trust Agreement. 


Applicant contends that were it a corporation rather 
than a partnership, interests or participations issued 
in connection with the Plan would be exempt from 
registration under Section 3(a)(2) of the Act, because 
no person who would be an “employee’’ within the 
meaning of Section 401(c)(1) of the Code would 
participate in the Plan. Applicant argues that the 
mere fact that it conducts its business as a partner- 
ship rather than as a corporation should not result in 
a requirement that interests in the Plan be registered 
under the Act. 


Applicant also maintains that were the Firm’s 
partners not permitted to participate in the Plan, the 
interests or participations issued in connection with 
the Plan would be exempt under Section 3(a)(2) since 





no other persons covered by the Plan would be 
“employees” within the meaning of Section 401(c)(1) 
of the Code. Applicant argues that there is no valid 
basis for a contrary result merely because the Plan 
also covers partners in the Firm. 


Applicant also states that it is engaged in furnishing 
legal services which involve financially sophisticated 
and complex matters, exercises extensive administra- 
tive control over the Plan, and believes that it is able 
to represent adequately its own interests and those of 
its partners and employees without the protection of 
the registration requirements of the Act. Applicant 
believes that the rigorous disclosure requirements of 
ERISA and the fiduciary standards and duties 
imposed thereunder are adequate to provide full 
protection to the participants. 


Finally Applicant argues that the characteristics of the 
Plan are essentially typical of those maintained by 
many single corporate employers and that the legisla- 
tive history of the relevant language in Section 3(a)(2) 
of the Act does not suggest any intent on the part of 
Congress that interests issued in connection with 
single-employer Keogh plans necessarily should be 
registered under the Act. Applicant argues that its 
Plan is distinguishable from multi-employer plans or 
uniform prototype plans designed to be marketed by 
a sponsoring financial institution or promoter to 
numerous unrelated self-employed persons and that 
these latter plans are the type of plans Congress 
intended to exclude from the Section 3(a)(2) 
exemption. 


For all of the foregoing reasons, Applicant believes 
that the Commission should issue an order finding 
that an exemption from the provisions of Section 5 of 
the Act for interests or participations issued in 
connection with the Plan is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 9, 1979, at 5:30 
p.m., submit to the Commission a request for a 
hearing on the matter, accompanied by a statement 
of the nature of his or her interest, the reasons for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he or she may 
request to be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C., 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. An order disposing of the matter 


will be issued as of course following November 9, 
1979 unless the Commission thereafter orders a 
hearing upon request or upon the Commission's own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16275/October 12, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY 


File No. SR-DTC-79-5 


The Depository Trust Company (‘DTC’) submitted 
on October 9, 1979, a proposed rule change under 
Rule 19b-4 to establish an interface between DTC and 
the Philadelphia Depository Trust Company (‘‘Phila- 
dep’”’). 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 
15, 1979. In order to assist the Commission to deter- 
mine whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
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Washington, DC 20549. Reference should be made to 
File No. SR-DTC-79-5. 


Copies of the sumbmission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
DC. 


Copies of the filing and of any subsequent amend- 
ments will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16276/October 12, 1979 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-79-13) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’), notice is hereby given that on October 3, 
1979, the American Stock Exchange, Inc. (the 
“Amex'’) filed with the Commission copies of a 
proposed rule change (SR-Amex-79-13) which would 
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amend Amex Rule 114 governing Registered Equity 
Market Makers (‘‘REMMs’”) to incorporate certain 
changes requested by the Commission at the time the 
Commission approved a nine-month extension of the 
effectiveness of Rule 114 until April 30, 1980.1 The 
proposed changes would add the following para- 
graphs to the commentary accompanying Amex Rule 
114: 


“09 No Registered Equity Market Maker 
shall effect proprietary trades on the Floor of 
the Exchange in his registered securities in 
any capacity other than as a Registered 
Equity Market Maker. 


.10 All orders of a Registered Equity Market 
Maker acting in his capacity as such which 
are are given to another member for execu- 
tion shall be clearly marked by the Registered 
Equity Market Maker, in a manner prescribed 
by the Exchange, (i) to indicate that such 
orders are subject to the provisions of Rule 
114, and (ii) to reflect by appropriate 
notations whether the Registered Equity 
Market Maker is acquiring or liquidating a 
position (and, in the latter case, whether the 
liquidation is at a loss). 


.11 The executing floor broker or specialist 
who is given a properly marked order by a 
Registered Equity Market Maker shall have 
the responsibility to ensure, to the extent 
practicable, that such order is executed in the 
appropriate manner. 


.12 An Exchange member holding an order 
for a Registered Equity Market Maker may 
not be held to the market at a particular price 
if the execution of the order at that price 
would contravene Rule 114.” 


Interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of this publication. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-Amex- 
79-13. 





ISecurities Exchange Act Release No. 16049 (July 
27, 1979). This release also approved a nine-month 
extension of Rule 107 of the New York Stock Ex- 
change governing Registered Competitive Market 
Makers. 





Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission,. and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 8552, will be availalbe for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
BC. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
national securities exchange and in particular, the 
requirements of Section 6 and the rules and regula- 
tions thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
that the proposed modifications are designed to 
correct certain deficiencies in Amex Rule 114 as 
currently written and to enhance the ability of the 
Amex to monitor the REMM pilot program which is 
scheduled to expire on April 30, 1980, if the Commis- 
sion does not approve Rule 107 on a permanent 
basis. These modifications were specifically re- 
quested of the Amex by the Commission at the time 
it approved a nine-month extension of Amex Rule 
114. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16277/October 12, 1979 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-79-42) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’), notice is hereby given that on October 1, 
1979, the New York Stock Exchange, Inc. (the 
“NYSE”) filed with the Commission copies of a 
proposed rule change (SR-NYSE-79-42) which would 
amend NYSE Rule 107 governing Registered Compe- 
titive Market Makers (‘-RCMMs”) to incorporate 
certain changes requested by the Commission at the 
time the Commission approved a nine-month exten- 
sion - the effectiveness of Rule 107 until April 30, 
1979. 


The proposed changes would: (1) require floor 
brokers and floor officials to report instances where 
RCMMs refused to answer a request to participate in 
a particular security; (2) require RCMMs to report to 
the exchange the contra party to each transaction 
effected under Rule 107; (3) clarify that an individual 
registered as both an RCMM and a competitive trader 
may not refuse to answer a request to participate as a 
market maker in a particular security by virtue of 
having placed a limit order on the specialist’s book in 
that security as a competitive trader; (4) require an 
individual registered as both an RCMM and a 
competitive trader to announce the capacity in which 
he is trading in a particular security immediately be- 
fore effecting a transaction; (5) prohibit RCMMs from 
effecting off-floor market maker transactions; (6) 
require RCMMs to mark orders, given to another 
member for execution, to indicate that Rule 107 
applies to such order and whether the transactions 
involves a liquidation at a loss; (7) provide that the 
appropriate execution of a properly marked RCMM 
order is the responsibility of the executing member; 
and (8) clarify that a member holding an RCMM order 
cannot be held to the market at a particular price if 
execution of such order at that price would contra- 
vene Rule 107. 


Interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of this publication. 





Securities Exchange Act Release No. 16049 (July 
27, 1979). This release also approved a nine-month 
extension of Rule 114 of the American Stock 
Exchange governing Registered Equity Market 
Makers. 
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Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, DC 20549. 
Reference should be made to File No. SR-NYSE- 
79-42. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the 
provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
DC. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
national securities exchange and in particular, the 
requirements of Section 6 and the rules and regula- 
tions thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
that the proposed modifications are designed to 
correct certain deficiencies in NYSE Rule 107 as 
currently written and to enhance the ability of the 
NYSE to monitor the RCMM pilot program which is 
scheduled to expire on April 30, 1980, if the Commis- 
sion does not approve Rule 107 on a permanent 
basis. These modifications were specifically request- 
ed of the NYSE by the Commission at the time it 
approved a nine-month extension of the rule. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16278/October 12, 1979 
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Interpretive Release Relating to Recordkeeping and 
Record Production Obligations of National Securities 
Exchanges and Registered Securities Associations 


AGENCY: Securities and Exchange Commission 


ACTION: Interpretive release clarifying the record- 
keeping and record production obligations of national 
securities exchanges and registered securities asso- 
ciations pursuant to Section 17 of the Securities 
Exchange Act of 1934 and Rules 17a-1 and 17a-6 
thereunder. 


SUMMARY: This release confirms: (1) that it is a 
violation of Section 17 of the Securities Exchange 
Act of 1934 (the ‘‘Act’’), and Rule 17a-1 thereunder, 
for any national securities exchange (‘’Exchange”’) or 
registered securities association (‘‘Association’’) to 
refuse to furnish to Commission staff members, upon 
request, copies of any documents made or received 
by such exchange or association in the course of its 
business or the conduct of its self-regulatory activities 
or, alternatively, to refuse to make such documents 
available for reproduction by Commission staff 
members; (2) that record destruction plans submitted 
by an exchange or association to the Commission 
pursuant to Securities Exchange Act Rule 17a-6 
should list only those documents that the exchange 
or association proposes to destroy prior to the end of 
the normal five-year retention period required by Rule 
17a-1 and that any documents not included in such a 
plan are subject to the five year retention require- 
ment. 


Section 17 and Rule 17a-1 


On May 17, 1974, the Commission, pursuant to 
Sections 17(a) and 23(a) of the Act, adopted 
Securities Exchange Act Rule 17a-1 [17 CFR 
240.17a-1], which requires that every exchange and 
association keep for five years all documents and 
records made or received by it in the course of its 
business and in the conduct of its self-regulatory 
activities. 


Rule 17a-1(c) further provides: 


All such documents shall be subject at any 
time or from time to time to such reasonable 





Securities Exchange Act Release No. 10809 (May 
17, 1974), 39 FR 18765 (May 30, 1974). 





periodic, special, or other examinations by 
examiners or other representatives of the 
Commission as the Commission may deem 
necessary or appropriate in connection with 
the exercise of its oversight responsibilities 
respecting the self-regulatory activities of 
national securities exchanges and associa- 
tions. To facilitate the completion of such 
examinations, such representatives shall be 
entitled to remove temporarily such docu- 
ments for reproduction unless a_ national 
securities exchange or_ association makes 
copies thereof available. 


The Commission adopted Rule 17a-1 in order to 
require exchanges and associations to permit the 
Commission staff members to examine all docu- 
ments, which any exchange or association makes or 
receives respecting its self-regulatory activities, 
“away from the premises of such an organization” 
and to ‘‘permit the copying of such documents.” 


The Securities Acts Amendments of 1975 (‘1975 
Amendments”) amended Section 17 of the Act.4 
Section 17(a)(1) of the Act still requires all exchanges 
and associations, among others,° ‘‘to make and keep 
for prescribed periods such records [and] furnish 
such copies thereof, . . . as the Commission, by rule, 
prescribes as necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of [the Act].” 


Congress, however, added a new subsection (b) to 
Section 17 which provides that all records of persons 
enumerated in Section 17(a), including exchanges 
and associations, are ‘‘subject at any time, to... 
reasonable . . . examination by representatives of the 
Commission . . .” In addition, the legislative history 





217 CFR 240.17a-1(c). 


3Securities Exchange Act Release No. 10809 (May 
17, 1974), 39 FR 18764 (May 30, 1974). 


415 U.S.C. §78q, as amended by Pub. L. No. 94-29 
(June 25, 1975). 


5Section 17(a)(1) applies to ‘‘[e]very national securi- 
ties exchange, member thereof, broker or dealer who 
transacts a business in securities through the medium 
of any such member, registered securities associa- 
tion, registered broker or dealer, registered municipal 
securities dealer, registered sacurities information 
processor, registered transfer agent, and registered 
clearing agency and the Municipal Securities 
Rulemaking Board .. .”’ 


of the 1975 Amendments makes clear that ‘‘the 
authority to examine records would include the 
authority to make or require copies of such 
records.’ 


In recent years there have been instances in which 
exchanges or associations have refused to provide (or 
have delayed in providing) copies of documents for 
Commission staff members without a formal Com- 
mission request or subpoena. Because of these 
instances, the Commission wishes to reconfirm 
publicly its position that Commission staff members 
are authorized directly, by Section 17 of the Act, to 
obtain copies of exchange and association records for 
examination and for removal from their premises. 
That statutory authorization is unconditional except 
for the requirement that any such record examination 
be ‘‘reasonable.’’ Accordingly, the Commission 
expects any exchange or association, as a person 
subject to Section 17(b) of the Act, to comply 
promptly with any reasonable staff request for the 
production of copies of records, for removal from its 
premises, without requiring a Commission subpoena. 


The Commission understands that certain refusals 
and delays have resulted from concerns regarding 
possible exchange or association liability to their 
members for ‘publishing’ confidential or unverified 
investigatory material in the event that the material is 
obtained from the Commission by third parties 
pursuant to a Freedom of Information Act (“FOIA’’) 
requests.’ Whatever the merits, if any, of this 
concern, the refusal to produce Exchange or Associa- 
tion records for reasonable examination and removal 
by Commission staff members, or any unreasonable 
delay in producing such documents, would constitute 
violations of law. Further, the Commission has the 
power to take appropriate remedial action against any 
exchange or association that in the future refuses to 
comply with a reasonable record request made by the 
staff of the Commission pursuant to Section 17 of the 
Act and Rule 17a-1 thereunder. 





6Report of the Committee on Banking, Housing and 
Urban Affairs, to accompany S.249, 94th Cong., 1st 
Sess., Senate Report No. 94-75, at p. 120. The report 
describes “examination authroity”’ as being ‘‘essential 
to any effort by the Commission to discharge its 
responsibilities under the Act.” 


75 U.S.C. §552 et seq. Where an FOIA exemption is 
applicable, the Commission, in the exercise of its 
discretion, may withhold the release of such docu- 
ments to third parties. 
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Rule 17a-6 


In order that exchanges and associations need not be 
required to keep all the records they generate in the 
course of their business and self-regulatory activities 
for the full five-year retention period provided in Rule 
17a-1, Rule 17a-6 [17 CFR 240.17a-6] provides that 
specified documents may be destroyed or converted 
to another recording medium before the end of the 
usual five-year retention period if provided for by an 
exchange or association in a record destruction plan 
filed with and approved by the Commission. 


Eight record destruction plans have been submitted 
formally to the Commission.2 The Commission has 
encountered difficulties in processing certain of those 
plans. Rule 17a-6 is intended to permit an exchange 
or association to file a plan designating only those 
classes of documents for which it is requesting early 
destruction or conversion to another recording 
medium. All records or documents not so designated 
would remain subject to the retention requirement of 
Rule 17a-1, and no plan need be filed if an a 
exchange or association does not wish to destroy any 
class of documents in less than five years. Only three 
of the plans received by the Commission conform to 
the intended scope. The non-conforming plans 
purport to list the retention period for all classes of 
documents maintained by the exchange or associa- 
tion (including those to be retained for five years or 
more). The most troublesome aspect of certain of 
these plans is the inclusion of an unacceptable 
“escape clause’ designated to exclude from the plan, 
and from any retention requirement, those records 
which the exchange or association determines to be 
“not necessary in furtherance of the Commission’s 
oversight responsibilities or [the exchanges’s or asso- 
ciation’s] self-regulatory responsibilities.” 


The Commission currently is reviewing all record 
destruction plans which have been formally filed and 
will contact each exchange or association regarding 
the status of its plan. Those plans which conform 
with the requirements of Rule 17a-6, and which 
designate documents which the Commission believes 
to be appropriate for early destruction or conversion, 





8the American Stock Exchange, Inc. (‘‘Amex’’); the 
Boston Stock Exchange, Incorporated (‘‘BSE’’); the 
Chicago Board Options Exchange, Incorporated 
(“CBOE”); the Cincinnati Stock Exchange (“CSE”); 
the Midwest Stock Exchange, Incorporated (“MSE”); 
the National Association of Securities Dealers 
(“NASD”); the Pacific Stock Exchange Incorporated 
(“PSE”); and the Philadelphia Stock Exchange, Inc. 
(“Phix’’). 
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will be approved. The Commission’s staff will contact 
those exchanges or associations whose plans (1) 
contain ‘‘escape clauses,’’ (2) list documents other 
than those which are to be destroyed or converted to 
another recording medium before five years, (3) list 
documents inappropriate for early destruction or 
conversion, or (4) in other ways fail to comport with 
the requirements of Rules 17a-1 and 17a-6. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITEIS EXCHANGE ACT OF 1934 
Release No. 16279/October 15, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY NEW YORK STOCK 
EXCHANGE, INC. 


File No. SR-NYSE-79-43 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted on October 4, 1979, a proposed rule 
change under Rule 19b-4 to increase from $25,000 to 
$35,000 per year, the dues payable to the NYSE by 
“annual members” who maintain a physical presence 
on the trading Floor of the NYSE. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934 (the ‘‘Act’’). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 
15, 1979. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of 
publication in the Federal Register. Persons desiring 





to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, DC 20549. Reference 
should be made to File No. SR-NYSE-79-43. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held form the public in accordance with the 
provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16280/October 15, 1979 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
following securities of PENN CENTRAL TRANSPOR- 
TATION COMPANY (and leased lines subsidiaries) 
from listing and registration thereon: 


THE NEW YORK CENTRAL RAILROAD COMPANY 


Refunding and Improvement Mortgage 4%% Gold, 
Series A, due October 1, 2013, and Refunding and 
Improvement Mortgage 5% Series C, due October 1, 
2013. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16281/October 15, 1979 


A notice has been issued giving interested persons 
until November 15 to comment on HUFFY CORPO- 
RATION’S application requesting its common stock 
(Par Value $1) to be withdrawn from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16282/October 16, 1979 


Adoption of Rule to Make Available to the Municipal 
Securities Rulemaking Board Copies of Reports of 
Compliance Examinations of Municipal Securities 
Brokers and Municipal Securities Dealers 


ACTION: Final rule. 


SUMMARY: The Commission is adopting a rule to 
establish a system for making available to the 
Municipal Securities Rulemaking Board copies of 
reports of compliance examinations of municipal 
securities brokers and municipal securities dealers. 
The Securities Exchange Act of 1934 directs the 
Commission to make available to the Municipal 
Securities Rulemaking Board, upon request, copies 
of reports of examinations made by the Commission, 
or furnished to it by other appropriate regulatory 
agencies or associations, subject to such limitations 
as the Commission establishes by rule as necessary or 
appropriate in the public interest or for the protection 
of investors. 


EFFECTIVE DATE: Effective for examinations begun 
on or after December 1, 1979. 


FOR FURTHER INFORMATION CONTACT: 


Marcia L. MacHarg, Esq. 

Office of Self-Regulatory Oversight 
Division of Market Regulation 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 

(202) 272-2413 


SUPPLEMENTARY INFORMATION: 

The Securities and Exchange Commission announced 
today that it has adopted Rule 15Bc7-1 [17 CFR 
§240.15Bc7-1] in order to establish a system for 
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making available to the Municipal Securities Rule- 
making Board (the ‘“MSRB”) copies of, or specific 
data from reports of, compliance examinations of 
municipal securities brokers and municipal securities 
dealers, pursuant to Section 15B(c)(7) of the Securi- 
ties Exchange Act of 1934 (the ‘‘Act’’) [15 U.S.C. 
780-4(c)(7)]. Section 15B(c)(7) directs the Commis- 
sion to make available to the MSRB, upon request, 
copies of reports of examinations made by the Com- 
mission, or furnished to it by the National Association 
of Securities Dealers, Inc. (“NASD”) or by the appro- 
riate bank regulatory agencies, subject to such limita- 
tions as the Commission establishes by rule as neces- 
sary or appropriate in the public interest or for the 
protection of investors. 


Background and Summary 


The Securities Acts Amendments of 1975 (the ‘1975 
Amendments”)! provided for the establishment of 
the MSRB for the purpose of adopting rules, subject 
to Commission approval, relating to trading in 
municipal securities and the activities of municipal 
securities brokers and municipal securities dealers 
(“municipal securities professionals’). Compliance 
examinations are a source of current information 
which the MSRB may use to monitor the activities of 
municipal securities professionals,“ and Section 
15B(c)(7) of the Act provides a mechanism for giving 
the MSRB access, upon request, to reports of such 





IPub. L. No. 94-29 (June 4, 1975). 


2MSRB rule G-16 provides that municipal securities 
brokers and municipal securities dealers shall be 
examined in accordance with Section 15B(c)(7) at 
least once every two years. Section 15B(c)(7) 
provides that compliance examinations shall be 
conducted by the Commission, the NASD, and the 
appropriate bank regulatory agency, as defined in 


Section 3(a)(34)(A) of the Act [15 U.S.C. 
78c(a)(34)(A)]. The Comptroller of the Currency (the 
“comptroller’), the Board of Governors of the 
Federal Reserve System (the ‘‘“FRB’’), and the Federal 
Deposit Insurance Corporation (the ‘‘FDIC’’) are the 
appropriate regulatory agencies for municipal 
securities dealers which are banks or separately 
identifiable departments or divisions of banks (as 
defined in MSRB rule G-1) regulated by those 
agencies. The Commission is the appropriate 
regulatory agency for municipal securities brokers 
and the remaining municipal securities dealers and 
routinely examines such of those persons which are 
not members of the NASD. The NASD conducts 
compliance examinations of its members. 
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examinations.2 On February 16, 1979, the MSRB 
submitted a written request to the Commission 
pursuant to Section 15B(c)(7) of the Act for copies of 
reports of examinations, or information contained in 
reports of examinations, of municipal securities 
brokers and municipal securities dealers made by or 
furnished to the Commission. In response to this 
request, the Commission proposed and published for 
comment Rule 15Bc7-1.% The Rule will make 
information from reports of examinations available to 
the MSRB, subject to limitations designed _to protect 
the confidentiality of such information,? and will 
establish procedures for furnishing the information to 
the MSRB. 


Comments on Rule 15Bc7-1 


Five comment letters were received concerning the 
proposed Rule. The staffs of two bank regulatory 





3Section 15B(c)(7)(B) of the Act reads as follows: 


A registered securities association shall make 
a report of any examination conducted 
pursuant to subsection (b)(2)(E) of this 
section and promptly furnish the Commission 
a copy thereof and any data supplied to it in 
connection with such examination. Subject 
to such limitations as the Commission, by 
rule, determines to be necessary or 
appropriate in the public interest or for the 
protection of investors, the Commission 
shall, on request, make available to the Board 
a copy of any report of an examination of a 
municipal securities broker or municipal 
securities dealer made by or furnished to the 
Commission pursuant to this paragraph or 
Section 17(c)(3) of this title. 


4Securities Exchange Act Release No. 15885 (May 
30, 1979) [44 FR 32616]. 


Sinformation contained in bank examination reports is 
exempted from the public disclosure requirements of 
the Administrative Procedure Act. See 5 U.S.C. 
552(b)(8). See also 17 CFR §200.80(b)(8) which 
provides that examination reports furnished to the 
Commission by a regulatory entity responsible for a 
financial institution constitute nonpublic matter. In 
addition, there is a statutory prohibition, applicable to 
each federal bank regulatory agency, against dis- 
closure of the contents of confidential bank examina- 
tion reports unless expressly permitted by law. See, 
e.g., 12 CFR 84.18, which prohibits disclosure of 
material in confidential examination reports prepared 
by the Comptroller under penalty of law. 





agencies, the FDIC and the Comptroller, generally 
endorsed the proposed Rule.° The FDIC staff 
indicated that the limitations of the proposed Rule 
designed to preserve the confidentiality of 
information appear satisfactory. The Comptroller staff 
suggested several technical changes in the proposed 
Rule. 


In its comment letter the NASD urged that the 
alternative of providing an entire examination report, 
instead of a separate form, should be available.? Rule 
15Bc7-1 permits the submission of the entire 
examination report. Nevertheless, the use of a 
separate form will substantially ease the Commis- 
sion’s processing burden under the Rule and the 
Commission encourages the use of such a form. 


The NASD also argued that information concerning 
apparent violations of applicable rules should be dis- 
closed to the MSRB only after the NASD District 
Business Conduct Committee (the ‘‘DBCC’’) has had 
an opportunity to review the examination report. The 
NASD believes that DBCC review of the report is 
necessary in order ‘‘to determine the completeness of 
the report of examination, whether further 
examination is necessary, and whether there are any 
apparent violations of applicable securities regula- 
tions.”” The Commission believes that the Rule should 





6See letter dated June 25, 1979, from Joseph T. 
Lynyak, Ill, Attorney, Office of the General Counsel, 
FDIC, to George A. Fitzsimmons; letter dated June 
25, 1979, from Owen Carney, Director, Investment 
Securities Division, Comptroller of the Currency, to 
George A. Fitzsimmons; and letter dated August 30, 
1979, from Owen Carney to Catherine McGuire of the 
Division of Market Regulation (File No. S7-784B). 


7The Comptroller staff pointed out an_ implicit 
reference in the rule to the NASD as an “appropriate 
regulatory agency.”’ The Commission has clarified, in 
the rule, that the reference therein to “‘appropriate 
regulatory agency’’ does not include the NASD. 
Paragraph (b)(3)(i) was clarified to require the 
examining organization to provide only financial 
information which is already available from the 
examination report. 


8See letter dated July 19, 1979, from Gordon S. 
Macklin, President, NASD, to George A. Fitz- 
simmons (File No. S7-784B). The concerns expressed 
in, that letter were reiterated in a letter dated 
September 5, 1979, from Frank J. Wilson, Senior 
Vice President, Regulatory Policy and General 
Counsel, NASD, to Anne E. Chafer, Chief, Municipal 
Securities Branch. 


continue to require the examiner's findings rather 
than the DBCC’s analysis of those findings, since 
examiner data will provide the MSRB with the 
descriptive information which could be useful in 
analyzing the need for rulemaking. The NASD also 
suggested that the information that would be 
required by subparagraph (b)(8) of the proposed 
Rule, examiner comments concerning questionable 
practices, is unnecessary. Nevertheless, the Commis- 
sion believes that this type of information will be part- 
icularly useful to the MSRB in assessing the need for 
additional rulemaking, since the examiner may be 
able to perceive variations from standard practices or, 
perhaps, problems created by standard practices. 


The Operation of the Rule 


Rule 15Bc7-1 creates a mechanism for providing the 
MSRB with examination information concerning 
municipal securities professionals. Bank regulators, 
the NASD, and those persons responsible for the 
administration of the SECO program at the Commis- 
sion will provide examination information to the 
Commission? which will forward information from the 
entire examination report or the separate form to the 
MSRB. As described below, the MSRB will be 
responsible for instituting and maintaining adequate 
procedures for ensuring the confidentiality of any 
information made available to it pursuant to Rule 
15Bc7-1. 


Two alternatives for complying with Rule 15Bc7-1 are 
available to examining organizations. Such organiza- 
tions may furnish an entire compliance examination 
report. Any information identifying the subject of the 
examination or associated persons would be deleted 
by the Commission prior to forwarding copies of 
complete reports to the MSRB. On the other hand, 
examining entities may submit a separate form which 
contains all of the information required by the Rule. ! 





9Examination information should be sent to the 
Branch Chief, Broker-Dealer and Investment Adviser 
Registration, Office of Reports and Information 
Services, Securities and Exchange Commission, 1100 
L Street, Washington, D.C. 20549. Such information 
will be retained in Commission files for three years. 


10The information required in a separate form fails 
into four general categories. First, the MSRB would 
be provided with sufficient information to categorize 
the report by the examining organization and by the 
type or scope of the examination. Second, the MSRB 
would be provided with appropriate information 
indicating the size of the municipal securities broker 
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In order to ease the Commission's processing burden 
and to further protect the identity of the examinee, 
the Commission has revised the Rule to require that 
only one of the two copies of each separate form 
submitted to the Commission shall contain the name 
and registration number of the examinee.'' Accord- 
ingly, when a separate form is used, one copy to be 
forwarded to the MSRB will not contain any informa- 
tion identifying the examinee, while the other copy to 
be retained by the Commission will contain the 
examinee’s name and registration number. As a 
result, the separate form option, which the Commis- 
sion anticipates all of the examining organizations will 
use, provides an additional safeguard against dis- 
closure, since the copy of the separate form to be 
supplied to the MSRB will be furnished to the Com- 
mission without identifying information. 


Rule 15Bc7-1 requires the MSRB to establish, by rule, 
procedures to maintain the confidentiality of all 
examination information furnished under the Rule. 
On August 22, 1979, the MSRB filed — MSRB 
rule A-17 to establish such procedures. 2 Under the 
proposed rule, only MSRB staff authorized by the 
MSRB’s Executive Director and its General Counsel 
would have access to the examination reports, 
although summaries of the examination information 
may be prepared for MSRB members. Any staff 
member with access to the reports would be required 





(Footnote 10, continued) 


or dealer and the nature of its securities activities. 
Third, the MSRB would be provided with the 
examiner's characterizations of the trading activities 
of the municipal securities professional, including 
observations of apparent violations of any applicable 
provision of the Act and rules and regulations there- 
under, and any corrective action taken or 
recommended. Fourth, the MSRB would be provided 
with the examiner’s observations concerning any 
municipal securities trading practices which seem 
unusual or inappropriate. 


lin addition to that change and the revisions 
discussed supra at note 7, the Commission has 
made certain other technical changes in the proposed 
Rule. Paragraph (a)(4) of the Rule has been revised, 
thereby eliminating the need for the originally 
proposed paragraph (c). In addition, a reference to 
“broker’’ was added to paragraph (b)(4) in order to 
indicate that it applies to examinations of both 
brokers and dealers. 


12File No. SR-MSRB-79-9. See Securities Exchange 
Act Release No. 16142 (Aug. 27, 1979). 
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to execute a written agreement not to reveal the 
contents of the reports to any unauthorized person. 
In addition, the proposed MSRB rule would require 
that the examination reports be kept in locked 
cabinets on the premises of the MSRB. 


The Commission has determined that the limitations 
imposed by the Rule on the availability of information 
are appropriate in the public interest. The Commis- 
sion has also determined, pursuant to Section 
23(a)(2) of the Act [15 U.S.C. 78w(a)(2)], that the 
adoption of Rule 15Bc7-1 does not impose any 
burdens on competition that are not necessary or 
appropriate in furtherance of the purposes of the Act. 
The Rule will make available to the MSRB relevant 
and useful information contained in reports of 
examinations. The limitations in the Rule alleviate 
concerns that the information could be used to 
competitive advantage. 


Statutory Basis 


The Securities and Exchange Commission, acting 
pursuant to the Act, and particularly Sections 15B, 17 
and 23 thereof [15 U.S.C. 780-4, 78q, and 78w], 
hereby adopts 8240.15Bc7-1 of Title 17 of the Code 
of Federal Regulations. Rule 15Bc7-1 will become 
effective for all examinations begun on or after 
December 1, 1979. 


17 CFR 240 is amended by adding 8240.15Bc7-1 
which reads as follows: 


§240.15Bc7-1 Availability of examination reports. 


(a) Upon written request, copies of any report of an 
examination of a municipal securities broker or 
municipal securities dealer made by the Commission 
or furnished to it by an appropriate regulatory agency 
pursuant to Section 17(c)(3) of the Act or by a 
national securities association pursuant to Section 
15B(c)(7)(B) of the Act shail be made available to the 
Municipal Securities Rulemaking Board (the “Board’’) 
by the Commission within thirty days after receiving 
such report, subject to the following limitations: 


(1) The Board shall establish by rule and shall 
maintain adequate procedures for ensuring 
the confidentiality of any information made 
available to it by the Commission pursuant to 
Section 15B(c)(7)(B) of the Act; 


(2) Information made available to the Board 
shall not identify any municipal securities 
broker, municipal securities dealer, or 
associated person which is the subject of an 
examination report; 





(3) If information is made available to the 
Board by the Commission, the Commission 
may furnish the Board with such information 
in any manner it deems appropriate, provided 
that, if the Commission furnishes to the 
Board a separate form, rather than a copy of 
any report of an examination, that form shall 
contain such of the information set forth in 
paragraph (b) as is available from the 
examination report; 


(4) If information to be made available to the 
Board is furnished to the Commission on a 
separate form prepared by an appropriate 
regulatory agency other than the Commission 
or by a national securities association, that 
form, rather than a copy of any report of an 
examination, will be made available to the 
Board: provided that (i) two copies of such 
form are furnished to the Commission, (ii) 
both copies contain the information set forth 
in paragraph (b), (iii) one copy of such form, 
to be furnished to the Board, is completed so 
that information contained therein does not 
identify any municipal securities broker, 
municipal securities dealer, or associated 
person which is the subject of the 
examination, and (iv) one copy of such form, 
to be retained by the Commission, contains 
the name and registration number of the 
municipal securities broker or municipal 
securities dealer which is the subject of the 
examination. 


(b) Separate forms made available to the Board by 
the Commission pursuant to paragraph (a)(3) of this 
section, or furnished to the Commission by another 
appropriate regulatory agency or a national securities 
association pursuant to paragraph (a)(4) of this 
section, shall contain the following information: 


(1) The name of the agency or association 
conducting the examination; 


$500,000,000 and $1,000,000,000, between 
$1,000,000,000 and $5,000,000,000, in excess 
of $5,000,000,000) of the bank; and 


(iii) If an examination of a broker or dealer, 
whether the examination is of a main office 
or a branch office; if an examination of a 
main office of a broker or dealer, the 
tentative net capital of the broker or dealer; 


(4) If an examination of a broker or dealer, 
whether or not the broker or dealer engages 
solely in transactions in municipal securities 
and other exempted securities; 


(5) The number of municipal securities 
principals, municipal securities representa- 
tives, and, if an examination of a broker or 
dealer, the number of financial and opera- 
tions principals associated with the broker or 
dealer; 


(6) Observations concerning apparent viola- 
tions of any applicable provision of the Act 
and the rules and regulations thereunder, 
including the rules of the Board, identifying 
the applicable provision or rule and setting 
forth a description of the circumstances of 
the apparent violation, including whether or 
not the violations appear to be of a 
continuing nature; 


(7) Corrective action taken or recommended, 
if any; and 


(8) Comments, if any, of the examiner 
concerning questionable practices relating to 
municipal securities broker or municipal 
securities dealer activities, whether or not 
covered by provisions of the Act and the 
rules and regulations thereunder, including 
the rules of the Board. 


(c) Copies of any report of an examination of a 
(2) The type of scope of the examination; municipal securities broker or municipal securities 

dealer made by the Commission or furnished to it 
(3) (i) Appropriate financial data, if available, pursuant to Section 15B(c)(7)(B) or Section 17(c)(3) 
which indicates the size of the municipal of the Act, or separate forms made available to the 
securities broker or municipal securities Commission pursuant to paragraph (a)(3) or 
dealer, such as dollar volume, trading paragraph (a)(4) of this section will be maintained in a 
volume, or other revenue data; nonpublic file. 


(ii) If an examination of a municipal securities By the Commission. 

dealer which is a bank or a_ separately 

identifiable department or division of a bank, 

designation of the appropriate total asset George A. Fitzsimmons 
category (under $100,000,000, between Secretary 
$100,000,000 and $300,000,000, between 
$300,000,000 and $500,000,000, between 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16283/October 18, 1979 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (Par Value $1) of INTERNATIONAL 
SYSTEMS & CONTROLS CORPORATION from 
listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16284/October 18, 1979 


The Securities and Exchange Commission an- 
nounced, pursuant to Section 12(k) of the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’), the single 
ten day suspension of over-the-counter trading for 
the period commencing at 3’;00 p.m. (EST) October 
18, 1979 and terminating at midnight (EST) on 
October 27, 1979 of the securities of Sparks Indus- 
tries, Inc., a Delaware corporation with principal 
executive offices located at 3430 East Tropicana 
Ave., Las Vegas. Sparks Industries, Inc., was 
formerly known as Holographic Development Corpor- 
ation of America. 


The Commission suspended trading in the securities 
of Sparks Industries, Inc., in view of the recent un- 
usual and unexplained market activity in the security 
in the absence of current accurate and adequate 
information concerning the company’s financial 
condition and operations. The price of Sparks 
Industries, Inc. common stock increased from $1.00 a 
share on September 21 to approximately $5.25 on 
October 12, 1979. 


If any broker-dealer or any other person has any in- 
formation which they believe would be useful to the 
Commission relating to this matter, they should con- 
tact the Securities and Exchange Commission at 
(202) 272-2253. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along 
with all other currently available information and any 
information subsequently issued by the company. 
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Furthermore, brokers and dealers should be aware of 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension, no quotation may be entered unless and 
until they have strictly complied with the provisions 
of such rule. If any broker or dealer has any questions 
as to whether or not he has complied with such rule, 
he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain 
as to what is required by Rule 15c-11, he should 
refrain from entering quotations relating to the 
securities in question until such time as he has fam- 
iliarized himself with such rule and is certain that all 
of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of 
such rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16285/October 18, 1979 


Admin. Proc. File No. 3-5543 


In the Matter of the Application of 


LAWRENCE H. ABERCROMBIE 
9601 Wilshire Boulevard 
Beverly Hills, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION— 
REVIEW OF DISCIPLINARY PROCEEDINGS 


Violation of Rules of Fair Practice 


Failure to Supply Requested Information 





Where former registered representative of member 
firm of registered securities association refused to 
supply information requested by association, 
association's finding of violation affirmed, but, where 
association improperly deemed other charges 
admitted, findings of violation based on those 
charges set aside. and proceedings remanded to 
association for a re-examination of the sanctions im- 
posed, and to provide association with opportunity to 
prove charges that it had improperly deemed 
admitted. 


Privilege Against Self-Incrimination 


Contention that registered securities association 
cannot impose sanctions for refusal to supply re- 
quested information based on claim of privilege 
against self-incrimination rejected, since association 
is not a part of the government. 


Respondent cannot be defaulted on basis of reply to 
association’s complaint refusing to answer charges 
on ground that answer might tend to incriminate him. 
Rather, reply should be treated as a denial of the 
charges. 


APPEARANCES: 


Michael R. Mitchell, for Lawrence H. Abercrombie. 


Frank J. Wilson, Andrew McR. Barnes and Mary S. 
Head, for the National Association of Securities 
Dealers, Inc. 


Lawrence H. Abercrombie, formerly a registered re- 
presentative with Seaboard Planning Corporation, a 
member of the National Association of Securities 
Dealers, Inc. (‘NASD’), appeals from NASD discip- 
linary action. The Association found that applicant 
failed to respond to its written requests for 
information, unlawfully sold unregistered securities of 
Cal-Am Corporation, and failed to give Seaboard 
prior written notification of his sales activity. It cen- 
sured Abercrombie, fined him $2,500, and suspended 
him for six months from association with any member 
in any capacity. Our findings are based on an 
independent review of the record. 


It is clear that Abercrombie failed to comply with the 
NASD’s requests for information. On July 11 and 


August 5, 1977, the Association wrote to Aber- 
crombie seeking detailed data concerning his alleged 
involvement in the sale of Cal-Am limited 
partnerships. The NASD’s requests were made 
pursuant to Article IV, Section 5 of its Rules of Fair 
Practice,’ part of the rules and regulations Aber- 
crombie agreed to observe when he became 
registered with the Association through Seaboard. 
However, invoking his Fifth Amendment privilege 
against self-incrimination, Abercrombie refused to 
furnish the requested information. 


Abercrombie argues that the NASD’s imposition of 
sanctions for failure to comply with its requests 
violates his rights under the Fifth Amendment. We 
disagree. While a different situation would be pre- 
sented if the sanctions in question had been imposed 
by the government, the same considerations are not 
applicable to disciplinary action taken by a 
self-regulatory organization such as the NASD. The 
NASD is not a federal agency, does not have a 
federal charter, and does not receive federal funding. 
As we have previously pointed out: 


“While the Commission has had, since the 
enactment of the Maloney Act in 1938, 
extensive power to oversee the operation of 
registered securities industry associations, 
the fact remains that the NASD is a statutor- 
ily-recognized ‘self-regulatory organization.’ 
Operating within its regulatory framework, 
the NASD has the power to establish and 
apply ethical standards of professional 
conduct for its membership —standards 
which may extend beyond the requirements 
of the federal securities laws. It can 
administer admission tests and admit new 
members, establish rules, conduct examin- 
ations of its members and, when appropriate, 
initiate disciplinary proceedings to obtain re- 
medial sanctions. The fact that the Commis- 
sion has oversight responsibility for these 
activities does not indicate that the NASD is 
a ‘Government-controlled corporation.’ 





INASD Manual 42205, p. 2112. This provision re- 
quires persons associated with NASD member firms 
to supply information requested by the NASD ‘‘[f] or 
the purpose of any investigation, or determination as 
to the filing of a complaint... .” 


2See, e.g., Spevack V. Klein, 385 U.S. 511 (1967); 
Uniformed Sanitation Men Ass’‘n, Inc. v. Commis- 
sioner of Sanitation, 392 U.S. 280 (1968.) 
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Rather, as the Congress recognized in 
recently reexamining the regulatory scheme it 
has established for the securities industry, 
the existence of a considerable measure of 
initiative and discretion on the part of the 
NASD and other self-regulatory agencies is 
essential to the continued successful oper- 
ation of this regulatory system.” 


The courts have recognized the distinction between 
government action and that of self-regulatory organ- 
izations in the securities industry. In United States v. 
Soloman,* the Court of Appeals for the Second 
Circuit stated: 


“{l] nterrogation by the New York Stock 
Exchange in carrying out its own legitimate 
investigatory purposes does not trigger the 
privilege against self-incrimination. . . . 
Most of the provisions of the Fifth Amend- 
ment, in which the self-incrimination clause is 
embedded, are incapable of violation by any- 
one except government in the narrowest 
sense. ... ([Tlhis is but one of many 
instances where government relies on self- 
policing by private organizations to effectuate 
the purposes underlying federal regulating 
statutes.” 


We accordingly affirm the NASD’s findings of viol- 
ation with respect to Abercrombie’s failure to furnish 
requested information. 





3Todd & Company, Inc., Freedom of Information Act 
Release No. 41 (January 20, 1976), 8 SEC Docket 
1085, 1087-1088. 


4509 F.2d 863 (C.A. 2, 1975). 


Sid. at pp. 867, 869. See also Lang v. H. Hentz & 
Company, 418 F. Supp. 1376, 1379 (N. D. Tex, 
1976): ‘‘[D]espite owing its existence and in large 
measure its power and prestige to the SEC, NASD is 
still a private association governed by its own rules as 
developed and applied by its own members."’; United 
States v. Bloom, 450 F. Supp. 323, 330 (E. D. Pa., 
1978): ‘‘The Court must conclude that the NASD is 
not part of the government and its actions cannot be 
imputed to it nor its agents to bind it. To hold other- 
wise would be to eliminate a bulwark of our 
economic regulatory scheme, for there would be no 
need for a NASD if it were in effect a lower level of 
the SEC.” 
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In reply to the NASD’s complaint, applicant sub- 
mitted a letter stating that, on advice of counsel, he 
refused to respond on the ground that “‘to give an 
answer might tend to incriminate him.”” The ‘NASD 
treated this action as a failure to answer its com- 
plaint, and, in accordance with Section 7(b) of its 
Code of Procedure,? deemed the remaining 
allegations against Abercrombie admitted. 


In our view, the NASD erred in defaulting Aber- 
crombie. He not only responded to the NASD’s com- 
plaint but made it clear that it was not his intention to 
make any admissions. Under the circumstances, we 
think that Abercrombie’s reply should have been 
treated as a denial of the charges against him. Since 
the evidence in the record does not otherwise 
establish that Abercrombie sold any Cal-Am limited 
partnerships, 7 we set aside the NASD’s findings that 
he unlawfully sold unregistered securities and failed 
to notify his employer of those sales. 


IV. 


Since we have set aside a major portion of the 
NASD’s findings of violation, the sanctions assessed 
by the Association must be re-examined. We think 
that, under the circumstances, the re-examination 
should be made by the NASD. Accordingly, we shall 
remand these proceedings to the Association for that 
purpose. 


In addition, since the findings of violation we have set 
aside were based, at least in part, on the NASD’s 
erroneous construction of Abercrombie’s answer, we 
think that, on remand, the Association may attempt 
to establish those violations by introducing additional 
evidence. 





6NASD Manual 3007, p. 3022. 


7The evidence on this issue consists of two 
documents. One, under the heading ‘“‘Cal-Am Corp- 
oration Group,’’ merely lists the names of 
Abercrombie and others. The other shows that Aber- 
crombie received $5,000 as an ‘‘advance on commis- 
sions” but does not identify the source of the 
advance or the reason it was paid. There was no test- 
imony with respect to these documents. 


8See First Philadelphia Corporation, Securities 
Exchange Act Release No. 13194 (January 21, 1977), 
11 SEC Docket 1549, 1551. 





An appropriate order will issue. 


By the Commission (Commissioners LOOMIS, 
EVANS and KARMEL); Chairman WILLIAMS and 
Commissioner POLLACK not participating. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16285/October 18, 1979 


Admin. Proc. File No. 3-5543 


In the Matter of the Application of 


LAWRENCE H. ABERCROMBIE 
9601 Wilshire Bouilevare 
Beverly Hills, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER REMANDING PROCEEDINGS TO REGIS- 
TERED SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that these proceedings be, and they 
hereby are, remanded to the Board of Governors of 
the National Association of Securities Dealers, Inc. 
for further action in accordance with such opinion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21246/October 12, 1979 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-6363) 


NOTICE OF PROPOSED SHORT-TERM BOR- 
ROWING 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“‘Appalachian’’), a subsidiary electric utility 
company of American Electric Power Company, Inc. 
(“AEP’’), a registered holding company, has filed 
with this Commission an application pursuant to the 
Public Utility Holding Company Act of 1935 (“Act’’), 
designating Section 6(b) of the Act and Rules 
50(a)(2) and 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All interested 
persons are referred to the application, which is 
summarized below, for a complete description of the 
proposed transaction. 


Appalachian requests that from the date of the 
granting of this application to January 1, 1981, the 
exemption from the provisions of Section 6(a) of the 
Act, afforded by the first sentence of Section 6(b), be 
increased to the extent necessary to cover the sale of 
notes to banks and commercial paper to a dealer in 
commercial paper in an aggregate amount not to 
exceed $200,000,000, provided that none of such 
notes to banks and commercial paper shall mature 
later than June 30, 1981. 


Appalachian has credit arrangements with 95 banks 
which total $352,490,000. For purposes of borrowing, 
these banks are of three classes. Each note to be 
issued to a Class | bank will mature not more than 
270 days after the date of issuance or renewal 
thereof, and will be prepayable by Appalachian at any 
time without premium or penalty. Appalachian’s 
credit arrangements with these banks require it to 
maintain compensating balances equal to a 
percentage of the line of credit made available by the 
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bank plus a percentage of any amount actually 
borrowed, generally not in excess of 10% of the line 
of credit and 10% of the amount borrowed. 
Borrowings from a Class | bank would generally bear 
interest at an annual rate not greater than the bank’s 
prime commercial rate in effect from time to time. 


Each note to be issued to a Class II bank will mature 
not more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable by 
Appalachian at any time without premium or penalty. 
Appalachian’s credit arrangements with these banks 
require it to maintain compensating balances of 5% 
of the line of credit and to pay a fee for the availabil- 
ity of the line of credit, which is equal to 4% of the 
bank’s prime commercial rate then in effect times the 
size of the line. The combination of a 5% 
compensating balance not in excess of 10% of the 
line of credit made available. In addition, Appalachian 
must pay interest on the borrowings at the rate of up 
to 108.5% of the bank’s prime commercial rate then 
in effect. The total cost of borrowings from Class Il 
banks would not be greater than the effective rate for 
borrowings bearing interest at the prime rate with 
compensating balance and a fee is generally equi- 
valent to a compensating balance not in excess of 
10% of the line of credit made available. In addition, 
Appalachian must pay interest on the borrowings at 
the rate of up to 108.5% of the bank’s prime com- 
mercial rate than in effect. The total cost of borrow- 
ings from Class Il banks would not be greater than 
the effective rate for borrowings bearing interest 
at the prime rate with compensating balances 
equal to 10% of the line of credit and 10% of the 
amount borrowed. It is stated that if the balances 
maintained and the fees paid by Appalachian with 
and to the Class | and Il banks were maintained and 
paid solely to fulfill requirements for borrowings by 
Appalachian, the effective annual interest cost under 
either such arrangement, assuming full use of the line 
of credit, would not exceed 125% of the prime com- 
mercial rate in effect from time to time, or not more 
than 16.6% on the basis of a prime commercial rate 
of 13% %. 


With respect to Class Ill banks, Appalachian has 
money market facilities at each of two named banks 
in an aggregate amount of $20,000,000. These money 
market facilities do not represent a formal 
commitment or engagement by these banks to 
Appalachian, but represent merely the ability of 
Appalachian to request unsecured borrowings in 
domestic dollars and/or in Eurodollars for periods of 
up to 180 days after the date of issuance; any such 
borrowings will be prepayable by Appalachian at any 
time without premium or penalty. No compensating 
balances are required. The interest rate, which is 
presently to be negotiated on a case by case basis 
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(using a 360 day year), is pegged to either the 
London Interbank Offering Rate plus a designated 
percent if the borrowings are made in Eurodollars, or 
to a designated percent ,of the bank’s prime 
rate, if the borrowings are made in domestic 
dollars. It is stated that interest rates on these 
notes will be lower than the effective interest 
rates for bank borrowings made from Class | and II 
banks, including the effect of any compensating 
balances and fees paid. 


Appalachian also proposes to issue commercial 
paper, in the form of promissory notes, in 
denominations of not less than $50,000 nor more 
than $5,000,000, of varying maturities, with no 
maturity more than 270 days after the date of issue; 
such notes will not be prepayable prior to maturity. 
The commercial paper notes will be sold directly 
by Appalachian to Lehman Commercial Paper, 
Incorporated (the ‘‘Dealer’’) at a discount rate not in 
excess of the discount rate per annum prevailing at 
the time of issuance for commercial paper of 
comparable quality and maturity. No commercial 
paper will be issued having a maturity of more than 
90 days if such commercial paper would have an 
effective interest cost which exceeds the effective 
interest cost at which Appalachian could borrow from 
commercial banks. The Dealer will reoffer the 
commercial paper notes to not more than 200 of the 
Dealer’s customers identified and designated in a 
nonpublic list prepared by the dealer in advance, at a 
discount rate of 1/8 of 1% less than the discount rate 
at which such notes were purchased from 
Appalachian. It is expected that such customers will 
hold such commercial paper notes to maturity, but if 
any such customer wishes to resell such commercial 
paper prior to maturity, the Dealer, pursuant to a 
verbal repurchase agreement, will repurchase such 
commercial paper and reoffer it to other customers 
on its nonpublic list. 


The proceeds of the short-term debt incurred by 
Appalachian will be used to pay the general obliga- 
tions of Appalachian, including expenses incurred in 
its various construction projects. The estimated cost 
of its construction program for 1980 is approximately 
$340,048,000. 


Appalachian claims exemption from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance of notes to banks pursuant to paragraph 
(a)(2) thereof, and requests exemption from such 
requirements for the proposed issue and sale of its 
commercial paper pursuant to paragraph (a)(5)(ii) 
thereof. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$12,000. It is stated that the State Corporation 





Commission of Virginia has jurisdiction over the 
proposed transactions and that no other state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 6, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application which he desires to controvert; or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as filed or as amended, may be granted 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. 


Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21247/October 12, 1979 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6362) 


NOTICE OF PROPOSED SHORT-TERM BOR- 
ROWING 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“I&M’’), an electric utility sub- 
sidiary company of American Electric Power 
Company, Inc. (“AEP’’), a registered holding com- 
pany, has filed with this Commission an application 
pursuant to the Public Utility Holding Company Act 
of 1935 (“‘Act’’), designating Section 6(b) of the Act 
and Rules 50(a)(2) and 50(a)(5) promulgated there- 
under as applicable to the proposed transactions. All 
interested persons are referred to the application, 
which is summarized below, for a complete 
description of the proposed transaction. 


1&M requests that from the date of the granting of 
this application to January 1, 1981 the exemption 
from the provisions of Section 6(a) of the Act, 
afforded by the first sentence of Section 6(b) of the 
Act, be increased to the extent necessary to cover 
the sale of notes to banks and commercial paper to a 
dealer in commercial paper in an aggregate amount 
not to exceed $150,000,000, provided that none of 
such notes to banks and commercial paper shall 
mature later than June 30, 1981. 


l&M has credit arrangements with 42 banks which 
total $308,655,000. For purposes of borrowing, these 
banks are of three classes. Each note to be issued to 
a Class | bank will mature not more than 270 days 
after the date of issuance or renewal thereof, and will 
be prepayable at any time without premium or 
penalty. |&M’s credit arrangements with these banks 
require it to maintain compensating balances equal to 
a percentage of the line of credit made available by 
the bank plus a percentage of any amount actually 
borrowed, generally not in excess of 10% of the line 
of credit and 10% of the amount borrowed. 
Borrowings from a Class | bank would generally bear 
interest at an annual rate not greater than the bank’s 
prime commercial rate in effect from time to time. 


Each note to be issued to a Class II bank will mature 
not more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable by |&M at 
any time without premium or penalty. |&M’s credit 
arrangements with these banks require it to maintain 
compensating balances of 5% of the line of credit 
and to pay a fee, which is equal to 4% of the bank’s 
prime commercial rate then in effect times the size of 
the line. The combination of 5% compensating 
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balances and the fee is generally equivalent to com- 
pensating balances not in excess of 10% of 
the line of credit made available. In addition, |&M 
must pay interest on the borrowings at the rate of up 
to 108.5% of the bank’s prime commercial rate then 
in effect. The total cost of borrowings from Class II 
banks would not be greater than the effective rate for 
borrowings bearing interest at the prime rate with 
compensating balances equal to 10% of the line of 
credit and 10% of the amount borrowed. It is stated 
that if the balances maintained and the fees paid by 
1&@M with and to the Class | and Il banks were 
maintained and paid solely to fulfill requirements for 
borrowings by I&M, the effective annual interest cost 
under either such arrangement, assuming full use of 
the line of credit, would not exceed 125% of the 
prime commercial rate in effect from time to time, or 
not more than 16.6% on the basis of a prime 
commercial rate of 13-1/4%. 


With respect to the Class III banks, |&M has money 
market facilities at each of two named banks in an 
aggregate amount of $20,000,000. These money 
market facilities do not represent a formal 
commitment or engagement by these banks to I&M, 
but represent merely the ability of I&M to request 
unsecured borrowings in the form of promissory 
notes, on a case-by-case basis. These money market 
facilities are available for unsecured borrowings in 
domestic dollars and/or in Eurodollars for periods of 
up to 180 days after the date of issuance, and any 
such borrowings will be prepayable by I&M at any 
time without premium or penalty. No compansating 
balances are required. The interest rate which is 
presently to be negotiated on a case-by-case basis 
(using a 360 day year), is pegged to either the 
London Interbank Offering Rate plus a designated 
percent, if the borrowings are made in Eurodollars, or 
to a designated percent of the bank’s prime rate, if 
the borrowings are made in domestic dollars. It is 
stated that interest rates on these notes will be lower 
than the effective interest rates for bank borrowings 
made from Class | and II banks, including the effect 
of any compensating balances and fees paid. 


1&M also proposes to issue commercial paper, in the 
form of promissory notes, in denominations of not 
less than $50,000 nor more than $5,000,000, of 
varying maturities, with no maturity more than 270 
days after the date of issue; such notes will not be 
prepayable prior to maturity. The commercial paper 
notes will be sold directly by |&M to Lehman Com- 
mercial Paper Incorporated (the ‘Dealer’’) at a 
discount rate not in excess of the discount rate per 
annum prevailing at the time of issuance for 
commercial paper of comparable quality and 
maturity. No commercial paper will be issued having 


684/SEC DOCKET 


a maturity of more than 90 days if such commercial 
paper would have an effective interest cost which 
exceeds the effective interest cost at which I&M 
could borrow from commercial banks. The Dealer will 
reoffer the commercial paper notes to not more than 
200 of the Dealer’s customers identified and 
designated in a nonpublic list prepared by the Dealer 
in advance, at a discount rate of 1/8 of 1% less than 
the discount rate at which such notes were 
purchased from I&M. It is expected that such 
customers will hold such commercial paper notes to 
maturity, but if any such customer wishes to resell 
such commercial paper prior to maturity, the Dealer, 
pursuant to a verbal repurchase agreement, will 
repurchase such commercial paper and reoffer it to 
other customers on its nonpublic list. 


The proceeds of the short-term debt incurred by |&M 
will be used to pay the general oblications of |&M, in- 
cluding expenses incurred in its various construction 
projects. The estimated cost of I&M’s net 
construction program (adjusted to reflect the 
proposed acquisition, subject to regulatory ap- 
provals, of a portion of the Rockport Plant by an 
affiliated company) for 1980 is approximately 
$199,607,000. This figure does not include estimated 
construction expenditures of approximately 
$15,000,000 to be incurred in 1980 by I&M’s 
wholly-owned subsidiary, Indiana & Michigan Power 
Company. 


l&M claims exemption from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes to banks pursuant to paragraph (a)(2) thereof 
and requests exemption from such requirements for 
the proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5)(ii) thereof. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$12,000. It is stated that no state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not later than November 6, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application which he desires to controvert or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 





by mail upon the applicant at the above stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21248/October 12, 1979 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


KENTUCKY POWER COMPANY 
1701 Central Avenue 
Ashland, Kentucky 41101 


KINGSPORT POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44701 


WHEELING ELECTRIC COMPANY 
51 Sixteenth St. 
Wheeling, West Virginia 26003 


AMERICAN ELECTRIC POWER COMPANY. INC’ 
2 Broadway 
New York, New York 10004 


(70-6361) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
NOTES TO BANKS BY HOLDING COMPANY AND 
CAPITAL CONTRIBUTIONS BY HOLDING COMP- 
ANY TO SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (‘‘AEP’’), a registered holding 
company, and Appalachian Power Company 
(‘‘Appalachian’’), Indiana and Michigan Electric 
Company (“‘1&M’’), Kentucky Power Company 
(“KPCO’’), Kingsport Power Company (‘’Kingsport’’), 
Ohio Power Company (“Ohio Power’’) and Wheeling 
Electric Company (‘‘Wheeling Electric’), AEP’s subsi- 
diary public utility companies, have filed a joint 
application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (‘Act’), designating 
Sections 6(b) and 12 of the Act and Rule 50 promul- 
gated thereunder as applicable to the following 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


AEP requests that it be permitted to issue and sell 


from time to time, prior to January 1, 1981, 
short-term notes and commercial paper, to banks, 
and to a dealer in commercial paper, respectively, in 
an aggregate amount not to exceed $165,000,000 
outstanding at any one time. None of such notes or 
commercial paper shall mature later than June 30, 
1981. The notes to be sold to banks will be dated as 
of the date of the borrowing which it evidences, will 
mature not more than 270 days after the date of 
issuance and will be prepayable at any time without 
premium or penalty. AEP proposes to issue and sell 
such short-term notes to 10 banks with lines of credit 
in an aggregate amount of $208,000,000. The banks 
and the line of credit which AEP has established at 
each such bank is as follows: 
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Name Amount 

Chemical Bank, New York, N.Y. 

The Chase Manhattan Bank (National 
Association), New York, N.Y. 

Manufacturers Hanover Trust Company 
New York, N.Y. 

Morgan Guaranty Trust Company of 
New York, New York, N.Y. 

Bankers Trust Company, New York, N.Y. 

The Bank of New York, New York, N.Y. 

The Cleveland Trust Company, 
Cleveland, Ohio 

First Pennsylvania Bank and Trust 
Company, Philadelphia, Pa. 

Mellon Bank, N.A., Pittsburgh, Pa. 

Credit Lyonnais, New York, N.Y. 


$ 50,000,000 
50,000,000 
25,000,000 
18,000,000 
9,000,000 
6,000,000 
7,000,000 
9,000,000 


9,000,000 
25,000,000 


Total 


$208,000,000 


AEP will be required to either (1) maintain compen- 
sating balances of 10% of the bank lines made 
available and additional compensating balances of 
10% of the amount of any borrowings, or (2) 
maintain compensating balances and pay an annual 
fee for the availability of the line of credit, equivalent 
generally, in combination, to compensating balances 
not in excess of 10% of the line of credit made 
available. Where only compensating balances are 
required, borrowings under such lines will bear 
interest at an annual rate not greater than the bank’s 
prime commercial rate in effect at the time of 
issuance. Where a combination of compensating 
balances and fees are required, borrowings under 
such lines would bear interest at a specified rate in 
excess of the bank’s prime commercial rate in effect 
at time of issuance, but such specified rate would not 
be greater than the equivalent rate of borrowings 
bearing interest at the prime rate with compensating 
balances equal to 10% of the amount borrowed. If 
the full amount were borrowed from the banks, the 
effective interest cost to AEP would be 16.6%, based 
on a prime commercial rate of 13-1/4%. 


AEP also has money market facilities at each of two 
named banks in an aggregate amount of $20,000,000. 
These money market facilities do not represent a 
formal commitment or engagement by these banks to 
AEP but represent merely the ability of AEP to re- 
quest unsecured borrowings, in the form of promis- 
sory notes, on a case-by-case basis. These money 
market facilities are available for unsecured 
borrowings in domestic dollars and/or in Eurodollars 
for periods of up to 180 days after the date of 
issuance, and any such borrowings will be prepayable 
by AEP at any time without premium or penalty. No 
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compensating balances are required. The interest 
rate, which is currently to be negotiated on a 
case-by-case basis (using a 360 day year), is pegged 
to either the London Interbank Offering Rate plus a 
designated percent, if the borrowings are made in 
Eurodollars, or to a designated percent of the bank’s 
prime rate, if the borrowings are made in domestic 
dollars. It is stated that interest rates on these notes 
will be lower than the effective interest rates for bank 
borrowings made from those banks listed above 
including the effect of any compensating balances 
and fees paid. 


The commercial paper will be in the form of 
promissory notes in denominations of not less than 
$50,000 nor more than $5,000,000, of varying mat- 
urities, with no maturity more than 270 days after the 
date of issue; none will be prepayable prior to mat- 
urity. The commercial paper notes will be sold 
directly to Lehman Commercial Paper Incorporated 
(the ‘‘Dealer’’) at a discount rate not in excess of the 
discount rate per annum prevailing at the time of 
issuance for commercial paper of comparable quality 
and maturity. No commercial paper notes will be 
issued having a maturity of more than 90 days if such 
commercial paper notes would have an effective 
interest cost which exceeds the effective interest cost 
at which AEP could borrow from banks. 


The Dealer will reoffer the commercial paper notes to 
not more than 200 of such Dealer's customers ident- 
ified and designated in a non-public list prepared by 
such Dealer in advance, at a discount rate of 1/8 of 
1% per annum less than the discount rate at which 
such commercial paper notes were purchased from 
AEP. It is expected that the customers of the Dealer 
will hold such commercial paper notes to maturity, 
but, if any such customer wishes to resell such 
commercial paper prior to maturity, the Dealer, 
pursuant to a verbal repurchase agreement, will 
repurchase such commercial paper sold by it and 
reoffer it to other customers on the non-public list. 


AEP also requests authority to make cash capital 
contributions from time to time prior to January 1, 
1981, to its public utility subsidiary companies in the 
following aggregate amounts: Appalachian, 
$100,000,000, 1&M $50,000,000, KPCO, $30,000,000, 
Kingsport, $1,000,000, Ohio Power, $30,000,000 and 
Wheeling Electric, $1,000,000. 


The proceeds from the sale of the notes to banks and 
the commercial paper, together with other funds 
available to AEP, will be invested by AEP in its public 
utility subsidiaries to assist them in financing the 





costs of their respective construction programs and 
to retire their short-term debt. The construction pro- 
grams of AEP’s public utility subsidiary companies for 
1980 are estimated as follows; Appalachian, 
$340,048,000, I&M, $199,607,000, KPCO, 
$134,483,000, Kingsport, $4,824,000, Ohio Power, 
$231,521,000 and Wheeling Electric, $3,917,000. 


AEP claims exemption from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes pursuant to paragraph (a)(2) thereof, and 
requests exemption from such requirements for the 
proposed issue and sale of its commercial paper pur- 
suant to paragraph (a)(5)(ii) thereof. 


The fees and expenses to be incurred in connection 
with this proceeding are estimated at $12,000. It is 
stated that the State Corporation Commission of 
Virginia and the Public Service Commission of West 
Virginia have jurisdiction over the proposed capital 
contribution by AEP to Appalachian, that the Public 
Service Commission of West Virginia has jurisdiction 
over the proposed capital contribution by AEP to 
Wheeling Electric and that no other state or federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 6, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by cer- 
tificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21249/October 12, 1979 


In the Matter of 


MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


(70-6344) 


ORDER AUTHORIZING SALE AND LEASEBACK OF 
NUCLEAR FUEL 


Middle South Energy, Inc. (““MSEI’’), a subsidiary of 
Middle South Utilities, Inc., a registered holding 
company, has filed an application and amendments 
thereto with this Commission pursuant to Sections 
9(a) and 10 of the Public Utilities Holding Company 
Act of 1935 (“Act’’) as applicable to the following 
transaction. 


MSEI proposes to enter into a lease with Port Gibson 
Energy, Inc. (“Port Gibson”) under which MSEl 
would lease nuclear fuel and facilities incident to its 
use from Port Gibson. The nuclear fuel will be used in 
MSEl’s Grand Gulf Generating Station Unit No. 1 
(“Grand Gulf 1’) nuclear-fired electric generating 
facility under construction near Grand Gulf, 
Mississippi. Port Gibson will be a wholly-owned sub- 
sidiary of Lehman Leasing, Inc. (‘‘Lehman Leasing”), 
a leasing subsidiary of Lehman Brothers Kuhn Loeb, 
Inc., an investment banking firm. Neither Lehman 
Leasing, its subsidiaries, Port Gibson, Lehman 
Brothers Kuhn Loeb, Inc., nor any persons affiliated 
with any of these companies is affiliated with Middle 
South or any of its affiliated companies. 


MSEI currently owns a supply of nuclear fuel in the 
form of enriched UFg and contracts for the fabric- 
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ation of nuclear fuel cores to be used in Grand Gulf 1. 
It is expected that the fabrication of the initial core 
will be completed in 1980, and that the fuel loading of 
the initial core in the reactor will commence that 
same year. Upon receipt of the order of the 
Commission in this matter, MSEI will sell to Port 
Gibson its interest in the nuclear fuel for the initial 
core of Grand Gulf 1 and simultaneously will enter 
into a lease with port Gibson. Port Givson will pay 
MSEI its book cost (including applicable allowance 
for funds used during construction) of such interest, 
which at June 30, 1979, was $44,134,000. 


Under the terms of the lease, Port Gibson will make 
additional payments to suppliers, processors and 
manufacturers necessary to carry out the terms of 
MSEl’s contracts for nuclear fuel for Grand Gulf 1 or 
MSEI will make such payments and will be reim- 
bursed by Port Gibson. Port Gibson may also make 
such payments to future suppliers of nuclear fuel for 
Grand Gulf 1 or MSEI will make such payments, sub- 
ject to reimbursment by Port Gibson. Port Gibson’s 
maximum commitment to make payments for nuclear 
fuel is $79,000,000 at any one time outstanding. 


Under the lease, MSEI will be responsible for 
operating, maintaining, repairing, replacing, and 
insuring the nuclear fuel and for paying all taxes and 
costs arising out of the ownership, possession or use 
thereof. The term of the lease will be through 
October 15, 2029; however, if either party gives 
written notice of termination by October 15, 1980, or 
any subsequent October 15, the lease shall automa- 
tically terminate on October 15 of the second 
following year. 


The obligations to make quarterly lease payments will 
commence with the term of the lease. These pay- 
ments will include (A) a quarterly lease charge, which 
will represent an administrative charge of 1/8 of 1% 
annum of the stipulated loss value, as payable by 
Port Gibson to Lehman Leasing, and Port Gibson’s 
other allocated operational costs, and (B) a burn-up 
charge equal to the cost of the nuclear fuel 
consumed while it is in the reactor and producing 
heat. Prior to commercial operation of Grand Gulf 1 
or when the nuclear fuel is not in the reactor and pro- 
ducing heat, MSEI may elect to capitalize quarterly 
lease charges or daily portions thereof so long as the 
amount of credit still available to Port Gibson under 
its $80,000,000 Credit Agreement, obtained with 
various commercial banks (‘Banks’) to finance its 
obligations under the lease, exceeds the sum of the 
stipulated loss value of the nuclear fuel, the amount 
of such charges, and $1,000,000. MSEI may 
consequently, subject to the foregoing limitation, 
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defer rental payments until those times during 
commercial operation when the nuclear fuel is in the 
reactor and producing heat in the production of 
electric energy. 


MSEl may terminate the lease at any time. Port 
Gibson may terminate the lease under certain circum- 
stances, including, among others, if it becomes sub- 
ject to certain adverse rules, regulations or 
declarations with respect to its status or the conduct 
of its business. Upon the occurrence of any event of 
termination, title to the nuclear fuel shall automa- 
tically be transferred to MSEI. Within 120 days, but 
not less than 90 days after notice of termination MSEI 
will be unconditionally obligated to purchase the 
nuclear fuel from Port Gibson at a purchase price 
equal to the sum of the stipulated loss value of the 
nuclear fuel plus the termination rent (defined as an 
amount which, when added to the stipulated loss 
value then payable by MSEI, will enable Port Gibson 
to retire all of its obligations under the credit agree- 
ment at their respective maturities), both computed 
as of the day of purchase. Upon consummation of 
such purchase, all obligations of MSEI under the 
lease will terminate except to the extent provided 
therein. 


Upon the occurence of certain events of default, Port 
Gibson may (A) treat the event of default as an event 
of termination with the results specified in the 
proceeding paragraph and proceed at law or in equity 
for enforcement of the applicable provisions of the 
lease or for damages, and/or (B) may terminate the 
lease. If Port Gibson terminates the lease as a result 
of the occurrence of an event of default, MSEl’s 
interest in the nuclear fuel will terminate and Port 
Gibson may take possession of the nuclear fuel and 
sell it. In the event of such a termination, Port Gibson 
may recover from MSEIl damages and expenses 
resulting from the breach of the lease, all accrued 
unpaid amounts owed to it by MSEIl, and liquidated 
damages. 


Under the terms of the lease, the amount of the 
quarterly lease payments by MSEI will be measured 
by, among other things, the amount of cost, 
including financing costs, incurred by Port Gibson in 
connection with its acquisition of the nuclear fuel. 
MSEI has been advised that, based upon a commer- 
cial paper rate for the highest-rate commercial paper 
of 10.5% per annum, the effective interest cost to 
Port Gibson of its proposed borrowings would be 
11.15% per annum, assuming all borrowings were 
made through the issuance of commercial paper and 
total borrowings were $62.8 million (the average 
outstanding borrowings expected from October, 1979 





to March 1981). MSEI has also been advised that: (1) 
if all borrowings were made by means of revolving 
credit loans, the interest rate on which was based 
upon the London interbank market, such interest rate 
was 12.75% per annum and total borrowings were 
$62.8 million, then the net effective interest cost to 
Port Gibson would be 13.71% per annum; and (2) if 
all borrowings were made by means of revolving 
credit loans, the interest on which was based on the 
base rate (as defined in the Credit Agreement), such 
rate was 12.5% per annum and total borrowings were 
$62.8 million, then the net effective interest cost to 
Port Gibson would be 13.90% per annum. Port 
Gibson has advised MSEl, however, that the net 
effective interest cost of borrowing to Port Gibson of 
loans the interest rate on which is based upon the 
London interbank market will be increased by reason 
of the recent imposition of reserve requirements on 
funds acquired in the London interbank market for 
loans made in the United States. MSE estimates that 
this development would, based upon the above 
assumptions, result in a 1.11% maximum increase in 
the 13.71% net effective cost of borrowing of loans 
the interest on which is based on the London inter- 
bank market. MSEIl proposes to charge the rent 
under the lease to fuel expenses and to account for 
the transaction as a lease rather than a purchase. 
Port Gibson has advised MSElI that it intends to 
finance its acquisition of nuclear fuel to be leased to 
MSEl through commercial paper borrowings, 
borrowings the interest rate on which is based on the 
London interbank market or borrowings the interest 
rate on which is based on the base rate as may be 
appropriate in order to minimize the effective cost of 
borrowing over the term of the credit agreement. 


No special and separable fees, commissions and 
expenses, are to be incurred in connection with the 
proposed transaction, except for counsel fees of 
MSEI of $75,000 and miscellaneous expenses of 
$8,000. The United States Nuclear Regulatory 
Commission has leasing and regulatory jurisdiction 
over the ownership, possession, storage and handling 
of the nuclear fuel involved in the transaction. No 
state or other federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21213), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 


the interest of investors and consumers that said 
application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted, effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21250/October 12, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6347) 


ORDER AUTHORIZING GUARANTEE BY PARENT 
OF NUCLEAR FUEL LEASE OF SUBSIDIARY 


Middle South Utilities, Inc. (‘Middle South’), a 
registered holding company, has filed a declaration 
and amendments thereto with this Commission 
pursuant to Section 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act’’) and Rule 50 promul- 
gated thereunder regarding the following transaction. 


Middle South Energy, Inc. (‘‘MSEI’’) a subsidiary of 
Middle South Utilities, Inc. (‘‘Middle South’’), has 
proposed, by application to the Commission, dated 
August 20, 1979 (File No. 70-6344; HCAR No. 21213), 
to enter into a lease with Port Gibson Energy, Inc. 
(“Port Gibson’’) under which MSEI would lease from 
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Port Gibson nuclear fuel and facilities incident to its 
use (‘‘Nuclear Fuel’’). The Nuclear Fuel will be used 
in Unit No. 1 of MSEl’s Grand Gulf Generating 
Station (‘Grand Gulf 1”) under construction near 
Grand Gulf, Mississippi. For further information with 
respect to the terms of the lease, see File No. 70-6344 
and HCAR No. 21213. 


In order to induce Port Gibson to enter into the 
Lease, it will be necessary for Middle South to 
guarantee, to the Lessor, MSEl’s obligations under 
the lease. Middle South proposes, therefore, to enter 
into a guaranty under which Middle South will 
guarantee to Port Gibson that MSEl will perform its 
various obligations and convenants under the lease. 
Middle South will agree that its obligations under the 
guaranty will be unconditional and not subject to any 
set-off, counterclaim, offset or recoupment whatso- 
ever. 


No special and separable fees, commissions or 
expenses are to be incurred in connection with the 
transaction except for legal fees estimated at $5,000 
and miscellaneous expenses of $2,100. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21214), and no 


hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 


record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21251/October 15, 1979 


In the Matter of 


KENTUCKY POWER COMPANY 
1701 Central Avenue 
Ashland, Kentucky 41101 


(70-6366) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS 


NOTICE IS HEREBY GIVEN that Kentucky Power 
Company (“Kentucky Power’’), an electric utility 
subsidiary of American Electric Power Company, 
Inc., a registered holding company, has filed with this 
Commission an application-declaration and an 
amendment thereto pursuant to the Public Utility 
Holding Company Act of 1935 (“‘Act’’), designating 
Sections 6, 7 and 12 of the Act and Rules 42 and 50 
promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Kentucky Power proposes to issue and sell two new 
series of its first mortgage bonds, one such series in a 
private placement with Metropolitan Life Insurance 
Company (‘‘Metropolitan’’) in an aggregate principal 
amount of $50,000,000 (the ‘‘Seventh Series’), and 
the second such series at competitive bidding in an 
aggregate principal amount of up to $30,000,000 (the 
“Sixth Series’). The sale of one series will not be 
dependent upon the sale of the other. 


The Seventh Series will mature December 1, 1989, 
will bear interest rate a rate of 10-5/8% per annum, 
will be sold to Metropolitan at 100% of principal 
amount, and will be subject to a sinking fund 
requiring the annual redemption of $2,500,000 
principal amount commencing January 1, 1984. The 
Seventh Series will not be redeemable prior to a date 
five years from the first day of the month in which 
they are first authenticated and delivered, if such 
redemption is for the purpose of refunding them, 
directly or indirectly, through the use of borrowed 
funds having an effective interest cost less than the 
effective interest cost of the Seventh Series. 





Kentucky Power claims exemption from the 
competitive bidding requirements of Rule 50 for its 
sale of the Seventh Series pursuant to Rule 50(a)(2), 
stating that the bonds will have a maturity of less 
than 10 years, will be issued to an_ institutional 
investor and will not involve the payment of any 
finder’s or other fee to a third person in connection 
with their sale. Kentucky Power further claims that 
the terms of the Seventh Series compare favorably 
with the terms of similarly rated bonds of other 
electric utilities which have been recently issued and 
sold. 


It is planned that the issuance and sale of the 
Seventh Series will be completed prior to the end of 
January 1980, and that as an intermediate step to 
carry out the refunding described below, Metro- 
politan will lend Kentucky Power, in December 1979, 
pursuant to an unsecured promissory note bearing 
interest at 10-5/8% per annum and having a maturity 
of less than one year, at least $20,000,000 (but not 
more than $50,000,000), such note to be repaid from 
the proceeds from the sale of the Seventh Series. 


Kentucky Power proposes to issue and sell the Sixth 
Series at competitive bidding, such bonds to have a 
maturity of not less than five years and not more than 
thirty years. The interest rate (which will be 
expressed in a multiple of 1/8 of 1%) and the price to 
be paid to Kentucky Power for the bonds (which shall 
not be less than 99% nor more than 102-3/4%) will 
be determined by competitive bidding. None of the 
bonds of the Sixth Series may be redeemed prior to a 
date five years from the first day of the month in 
which they are first authenticated and delivered, if 
such redemption is for the purpose of refunding 
them, directly or indirectly, through the use, directly 
or indirectly, through the use of borrowed funds 
having an effective interest cost less than the 
effective interest cost of the Sixth Series. 


Each new series of bonds will be issued under and 
secured by Kentucky Power’s mortgage and deed of 
trust, dated as of May 1, 1949, as supplemented and 
amended and to be further supplemented by a 
supplemental indenture. 


The proceeds from the sales of the Sixth and 
Seventh Series will be used to pay at maturity, or to 
reimburse Kentucky Power’s treasury for the 
payment at maturity of, its $50,000,000 principal 
amount of first mortgage bonds, 7-1/8% Series due 
January 1, 1980, and to repay its unsecured short- 
term debt, which was approximately $26,500,000 at 
August 31, 1979, and is expected to be approximately 


$30,000,000 at the time of the sale of the Sixth 
Series. 


It is stated that authority for the issuance and sale of 
the Sixth Series is requested due to uncertainties 
concerning Kentucky Power’s ability to borrow under 
a proposed $100,000,000 bank loan agreement 
involved with Kentucky Power's proposed acquisition 
of a 15% undivided interest in the Rockport Plant 
currently under construction by Indiana & Michigan 
Electric Company, an affiliate. Said loan agreement 
and proposed acquisition are the subject of a 
separate proceeding before this Commission (File No. 
70-6198), but the requested authorization from the 
applicable state regulatory authority for the trans- 
actions was denied by the Public Service 
Commission of Kentucky. Kentucky Power appealed 
such denial to the state circuit court and obtained an 
order, on August 7, 1979, authorizing the acquisition 
and bank loan. On September 4, 1979, the Energy 
Regulatory Commission of Kentucky (the successor 
agency to the former Public Service Commission) 
filed a notice of appeal of the circuit court’s order to 
the Kentucky Court of Appeals. Since the 
proceedings remain unsettled, Kentucky Power 
cannot predict when it will obtain the approvals 
necessary for the bank loan agreement and needs 
authority to issue up to $30,000,000 principal amount 
of bonds of the Sixth Series in order to provide an 
alternative means of repaying outstanding short-term 
debt. 


The fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by 
amendment. It is stated that no commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than November 9, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
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of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21252/October 15, 1979 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


(70-6364) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON SHARES PURSUANT TO DIVIDEND RE- 
INVESTMENT PLAN AND REQUEST FOR EXEMP- 
TION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (“EUA”), a registered holding company, 
has filed with this Commission an _ application- 
declaration pursuant to the Public Utility Holding 
Company Act of 1935 (“‘Act’’), designating Sections 
6(a) and 7 of the Act and Rule 50(a)(5) promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a com- 
plete statement of the proposed transaction. 
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EUA presently has in effect an Automatic Dividend 
Reinvestment Service (‘‘Dividend Service’), pursuant 
to which shareholders may have cash dividends used 
to purchase EUA common shares and may make 
limited additional cash payments for the purchase of 
such shares, in either case through Citibank, N.A., as 
agent. EUA also presently has in effect a Payroll 
Investment Program (“Payroll Program’’), pursuant 
to which eligible imployees of EUA and its 
subsidiaries may authorize payroll deductions to be 
used for the purchase of EUA common shares 
through Advest Company as agent. Purchases of 
shares under both the Dividend Service and the 
Payroll Program are made by the agent in the open 
market at 100% of the market price, and all charges, 
including brokerage commissions, for such purchases 
are paid by EUA. 


EUA proposes to modify and combine the Dividend 
Service and Payroll Program into a Dividend Rein- 
vestment and Common Share Purchase Plan 
(““Plan’’), in which holders of EUA’s common shares 
and eligible employees of EUA and its subsidiaries 
may participate. The Plan will be completely separate 
from EUA’s Employee Stock Ownership Plan which 
was authorized by order dated October 12, 1977 
(HCAR No. 20208). Participants in the existing 
Dividend Service and Payroll Program will automat- 
ically become participants in the Plan, and shares 
held by Citibank, N.A., and Advest Company will be 
transferred to the Plan. EUA requests authorization to 
issue and sell from time to time through March 31, 
1982, up to 200,000 of its authorized but unissued 
common shares pursuant to the Plan. 


Participants in the Plan may (a) have cash dividends 
on all of their common shares automatically 
reinvested at a 5% discount; (b) have cash dividends 
on a portion of their common shares automatically re- 
invested at a 5% discount; (c) continue to receive 
cash dividends on their shares and make optional 
cash payments as often as monthly for investment 
(with no discount); or (d) reinvest all or a portion of 
their cash dividends and make optional cash pay- 
ments for investment (with no discount). EUA 
reserves the right to refuse optional cash payments 
by any participant in excess of $5,000 in any calendar 
quarter. While it is contemplated that shares 
purchased under the Plan will generally be original- 
issue shares, EUA reserves the right to direct the 
Plan’s agent to apply dividends and optional cash 
payments to the purchase of common shares in the 
open market. All permanent, full time employees of 
EUA and its subsidiaries are eligible to join the Plan, 
and may arrange to make optional cash payments 
through regular payroll deductions (not to exceed $50 
per week or $200 per month). 





The price of common shares purchased through the 
reinvestment of dividends will be 95% of the average 
of the closing sales price of EUA’s common shares 
for the five trading days preceding the Investment 
Date as reported by The Wall Street Journal as com- 
posite transactions, and the price of shares pur- 
chased with optional cash payments will be 100% of 
said average price. The Investment Date will be the 
dividend payment date in months in which a dividend 
is payable, and the 15th of the month (or the next 
business day if the 15th is a Saturday, Sunday or 
holiday) in all other months. 


A participant may change his option at any time, and 
may withdraw from the Plan at any time by written 
notice. Shares credited to a participant's account will 
be voted in accordance with his instructions. 


The Plan will be administered by The First National 
Bank of Boston, or such successor bank or trust 
company as EUA shall from time to time designate, 
as agent. All costs of administration of the Plan will 
be paid by EUA. There will be no brokerage commis- 
sions or service charges to participants in connection 
with purchases under the Plan; a participant who re- 
quests that his shares be sold will be charged a brok- 
erage commission and any transfer tax in connection 
with such sale. 


The proceeds from the sale of common shares issued 
under the Plan will be used by EUA for investments in 
its subsidiaries, for the payment of its indebtedness 
or for other general purposes. 


EUA requests an exemption from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance and sale of common shares to the Plan pur- 
suant to Rule 50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than November 9, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact for law raised by said 
application-declaration which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 


such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant at 
the abovesstated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certi- 
ficate) should be filed with the request. At any time 
after said date the application-declaration, as filed or 
as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21253/October 16, 1979 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-6049) 


SUPPLEMENTAL ORDER AUTHORIZING 
CHANGES IN LINES OF CREDIT WITH BANKS 


Ohio Power Company (“Ohio Power’’), an electric 
utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, has 
filed with this Commission a_ post-effective 
amendment to its application previously filed in this 
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matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rules 
50(a)(2) and 50(a)(5) promulgated thereunder 
regarding the following transaction. 


By orders dated October 11, 1977, and August 21, 
1978 (HCAR Nos. 20206 and 20674), Ohio Power was 
authorized to issue short-term notes to three 
specified classes of banks and dealers in commercial 
paper and demand notes to bank trust departments 
through December 31, 1978, in the maximum 
principal amount of $137,000,000 outstanding at any 
one time, all such indebtedness to mature not later 
than June 30, 1979. By further order of this 
Commission on December 29, 1978 (HCAR No. 
20861), Ohio Power’s borrowing authorization was in- 
creased to $150,000,000 and such authorization ex- 
tended until December 31, 1979. 


By post-effective amendment, Ohio Power proposes 
to decrease from 67 to 63 the total number of banks 
at which it has established lines of credit, and to de- 
crease from $299,565,000 to $298,700,000 the aggre- 
gate amount of credit available from such banks. It 
further proposes to amend its application by (1) in- 
creasing the lines of credit at the following Class | 
banks: Miners & Mechanics Savings & Trust Co., 
Steubenville, Ohio from $300,000 to $500,000, 
Peoples Savings Bank Co., Martins Ferry, Ohio from 
$175,000 to $200,000, Harter Bank & Trust Co., 
Canton, Ohio from $2,500,000 to $3,500,000, Central 
Trust Co. of Northeastern Ohio, N.A., Canton, Ohio 
from $5,000,000 to $5,200,000, Park National Bank, 
Newark, Ohio from $1,000,000 to $1,175,000, Central 
Trust Company, Newark, Ohio from $600,000 to 
$825,000, Portsmouth Bank, Portsmouth, Ohio from 
$250,000 to $300,000, Farmers Bank & Savings Co., 
Pomeroy, Ohio from $80,000 to $100,000, Second 
National Bank, Bucyrus, Ohio from $175,000 to 
$200,000, Commercial Bank, Delphos, Ohio from 
$50,000 to $100,000, and Ohio Bank & Savings Co., 
Findlay, Ohio from $400,000 to $500,000; (2) by 
decreasing the lines of credit at the following Class | 
banks: Citizens National Bank, Wooster, Ohio from 
$350,000 to $300,000 and First Citizens National 
Bank, Upper Sandusky, Ohio from $300,000 to 
$100,000 and; (3) by deleting the following Class | 
banks: Heritage Bank, N.A., Steubenville, Ohio, 
Gnadenhutten Bank, Gnadenhutten, Ohio, Central 
Trust Company of Wayne County, Wooster, Ohio, 
Central Trust Company, Zainesville, Ohio and Com- 
mercial Savings Bank, Upper Sandusky, Ohio. 


With respect to Class Il banks, Ohio Power proposes 
to (1) increase the lines of credit at Chemical Bank, 
New York, New York from $45,000,000 to 
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$50,000,000 and Chase Manhattan Bank, New York, 
New York from $40,000,000 to $50,000,000; (2) de- 
crease the lines of credit at Manufacturers Hanover 
Trust Co., New York, New York from $35,000,000 to 
$25,000,000, Citibank, New York, New York from 
$35,000,000 to $25,000,000, Morgan Guaranty Trust 
Company, New York, New York from $22,000,000 to 
$18,000,000, Continental Illinois National Bank and 
Trust Co., New York, New York from $18,000,000 to 
$12,000,000 and Cleveland Trust Company, Cleve- 
land, Ohio from $13,000,000 to $7,000,000 and; (3) 
adding Credit Lyonnais, New York, New York as one 
of the banks which is extending a line of credit to 
Ohio Power. The line of credit established will be 
$25,000,000. 


With respect to Class Ill banks, Ohio Power proposes 
to amend its application by (1) decreasing the line of 
credit at the Bank of Nova Scotia, New York, New 
York from $15,000,000 to $10,000,000; (2) by adding 
The Fidelity Bank, Philadelphia, Pennsylvania. The 
line of credit established will be $10,000,000 and; (3) 
by deleting Credit Lyonnais from the Class Ill list. 


No additional fees will be incurred by Ohio Power in 
connection with the proposed transaction. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application, as amended by said 
post-effective amendment, be granted: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 21254/October 17, 1979 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia, 30303 


(70-6350) 


NOTICE OF PROPOSAL TO SELL AN INTEREST IN 
AN ELECTRIC GENERATING FACILITY 


NOTICE IS HEREBY GIVEN that Georgia Power 
Company (‘‘Georgia’’), an electric utility subsidiary of 
The Southern Company, a registered holding com- 
pany, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Section 12(d) of the Act 
and Rule 44 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are 
referred to the declaration, which is summarized be- 
low, for a complete statement of the proposed trans- 
action. 


Georgia is currently the owner of an 83.5% undivided 
ownership interest in two 810 MW nominally rated 
coal-fired generating units currently under construc- 
tion in Monroe County, Georgia to be known as the 
Robert W. Scherer Units Numbers One and Two (col- 
lectively, the ‘‘Units’’). Georgia owns such interest in 
the Units as a tenant in common with the Municipal 
Electric Authority of Georgia (“MEAG”) and the City 
of Dalton, Georgia (‘‘Dalton’’), which own 15.1% and 
1.4% undivided ownership interests, respectively, in 
the Units. 


Georgia proposes to sell to Oglethorpe Power Corp- 
oration (‘OPC’), an electric membership corporation 
organized and existing under the laws of the State of 
Georgia, a 60% undivided ownership interest in the 
Units, pursuant to a proposed Purchase and Owner- 
ship Participation Agreement between Georgia and 
OPC (“Ownership Agreement’). As a result of such 
sale, Georgia, OPC, MEAG and Dalton will own 
23.5%, 60%, 15.1% and 1.4% undivided ownership 
interests, respectively, as tenants in common in the 
Units. Georgia will obtain a release of such undivided 
ownership interest in the Units to be sold to OPC 
from the lien of Georgia’s First Mortgage Indenture. 


Included in the Units is a 50% undivided ownership 
interest in all the property and facilities to be used in 
common by, or in connection with, all four 
generating units currently planned to be constructed 
at the Plant Scherer site (“Common Facilties’’). 
Accordingly, upon completion of the proposed sale 
to OPC, OPC will also own a 30% undivided owner- 
ship interest in the Common Facilities. 


At the closing, in consideration for the sale of said 
property, OPC is to pay to Georgia an amount equal 
to 60% of the cost incurred in the construction of the 
Units prior to the closing plus Georgia's cost of long- 
term borrowings incurred to finance such construc- 
tion. Assuming the closing of such sale were to take 
place on November 30, 1979, Georgia will receive 
approximately $205,334,000 from OPC. Georgia ex- 
pects to apply the proceeds of such sale towards the 
cost of its construction program. 


After the closing, Georgia is to complete the con- 
struction of the Units on its own behalf and as agent 
for OPC and the other co-owners, and Georgia, OPC, 
MEAG and Dalton are to make monthly payments in 
advance into a separate construction account in res- 
pect of 23.5%, 60%’, 15.1% and 1.4%, respectively, 
of all additional costs to be incurred in the 
construction and completion of the Units. The 
Ownership Agreement will provide for interest to be 
paid on any overdue payments, as well as certain 
other remedies in the event of a prolonged default by 
any of the co-owners in the payment of amounts due 
from it. Georgia has entered into agreements with 
MEAG and Dalton which are similar to the Ownership 
Agreement. 


The Ownership Agreement will also provide for a 
right of Georgia to sell to OPC at any time prior to the 
seventh anniversary date of said closing either (i) an 
additional 10% undivided ownership interest in the 
Common Facilities and 40% undivided ownership 
interest in the land constituting the site for Plant 
Scherer Unit Number Four in the event the plans for 
the construction of such unit are cancelled or (ii) an 
additional 30% undivided ownership in the Common 
Facilties and a 60% undivided ownership interest in 
the land constituting the sites for Plant Scherer Unit 
Numbers Three and Four in the event plans for the 
construction of both such units are cancelled. OPC 
would pay Georgia, in consideration therefor, in the 
case of (i) above 10% of the cost incurred in the 
construction of. the Common Facilities prior to such 
sale plus Georgia’s cost of long-term borrowings in- 
curred to finance such construction and 40% of the 
cost incurred in the acquisition of the land 
constituting the site for Plant Scherer Unit Number 
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Four plus Georgia’s cost of long-term borrowings 
incurred to finance such acquisition; or, in the case of 
(iii) above, 30% of the cost incurred in the construc- 
tion of the Common Facilities prior to such sale plus 
Georgia’s cost of long-term borrowings incurred to 
finance such construction and 60% of the cost 
incurred in the acquisition of the land constituting the 
Plant Scherer Units Number Three and Four plus 
Georgia’s cost of long-term borrowings incurred to 
finance such acquisition. 


Georgia will enter into a separate Operating Agree- 
ment with OPC (‘Operating Agreement’’) providing 
for the sole operation and maintenance of the Units 
by Georgia and for payment by Georgia, OPC, MEAG 
and Dalton of that portion of all costs of operation 
and maintenance of the Units equal to their 
respective entitlements to the energy from each of 
the Units. The Operating Agreement will terminate 
with respect to each of the Units on the fortieth 
anniversary of the commencement of commercial 
operation of such Unit. Georgia has entered into 
agreements with MEAG and Dalton which are similar 
to the Operating Agreement. 


The Operating Agreement will require Georgia to pur- 
chase from OPC declining percentages (beginning 
with 100% and declining to 10%) of OPC’s capacity 
and energy from each of the Units during the 
first ten years of its commercial operation, at a 
cost which is a function of OPC’s and Georgia’s 
carrying costs and the operating costs attributable 
to each Unit. Such purchases from OPC must 
be made regardless of the availability of cap- 
acity and energy from the Units and Georgia’s re- 
quirements for such capacity and energy. 


A statement of the fees, commissions and expenses 
to be incurred by Georgia in connection with the pro- 
posed transaction will be filed by amendment. It is 
stated that no state or federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 13, 1979, re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarant at the above-stated 
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address, and proof of service (by affidavit or, in case 
of attorney at law, by certificate) should be filed with 
the request. At any time after said date, the declar- 
ation, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21255/October 18, 1979 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


(70-6354) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND GRANTING 
REQUEST FOR EXEMPTION FROM COMPETITIVE 
BIDDING 


Jersey Central Power & Light Company (‘Jersey 
Central’’), an electric utility subsidiary of General 


Public Utilities Corporation (“GPU”), a registered 
holding company, has filed with this Commission an 
application and amendments thereto pursuant to 
Section 6(b) of the Public Utility Holding Company 





Act of 1935 (‘Act’) and Rule 50(a)(5) promulgated 
thereunder concerning the following transaction. 


Jersey Central proposes to issue and sell up to 
$47,500,000 aggregate principal amount of first mort- 
gage bonds (‘‘Bonds’’), to be issued under its inden- 
ture dated as of March 1, 1946, as heretofore supple- 
mented and amended and as to be further supple- 
mented and amended by a supplemental indenture. 


Jersey Central requests an exemption from the com- 
petitive bidding requirements of Rule 50 pursuant to 
Rule 50(a)(5). It refers to the March 28, 1979, nuclear 
accident at Unit No. 2 of the Three Mile Island 
nuclear generating station (‘““TMI-2’), in which unit 
Jersey Central owns an undivided 25% interest, the 
remainder being owned by Pennsylvania Electric 
Company (25%) and Metropolitan Edison Company 
(50%), associate companies of Jersey Central. Ex- 
penditures related to TMI-2 and the purchase of 
replacement energy will subject the GPU system, in- 
cluding Jersey Central, to a serious cash drain for an 
indeterminable period. In view of these uncertain and 
exceptional conditions, Jersey Central believes that 
competitive bidding for the Bonds is not now 
feasible. 


Pursuant to Commission authorization to do so 
(HCAR No. 21221 dated September 21, 1979), Jersey 
Central has negotiated with certain institutional in- 
vestors concerning the private offering of and terms 
of the Bonds. It is stated that agreement has been 
reached for their sale to a group of institutions 
headed by Teachers Insurance and Annuity 
Association of America. The Bonds will mature 
October 1, 1999, will be sold at 100% of their 
principal amount, will bear interest payable semi- 
annually at the rate of 11-5/8% per annum, and will 
ye subject to mandatory redemption pursuant to 
operation of a sinking fund under which 6-2/3% of 
the original principal amount will be retired annually 
on October 1 of each year commencing in 1985. The 
Bonds may not be called prior to October 1, 1989, but 
Jersey Central may redeem them in whole or in part 
pursuant to redemption offers made to and accepted 
by the holders at the following redemption prices 
(expressed as a percentage of principal amount) plus 
accrued interest to date of redemption: 


If Redeemed during 
12 month's period 
beginning October 1 


Redemption 
Price 








1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 


111.625 
111.013 
110.401 
109.789 
109.178 
108.5€6 
107.954 
107.342 
106.730 
106.118 


The Bonds may be redeemed in whole or in part on 
or after October 1, 1989, at the following redemption 
prices (expressed as a percentage of principal 
amount) plus accrued interest to date of redemption: 


If Redeemed during 
12 months period 
beginning October 


Redemption 
Price 





1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 


105.507 
104.895 
104.283 
103.671 
103.059 
102.447 
101.836 
101.224 
100.612 
100.000 


The Bonds are also subject to mandatory redemption 
at 100% of principal plus accrued interest upon the 
occurrence of certain events set forth in the Agree- 
ment. Such events include the refusal of a bank parti- 
cipating in the revolving credit agreement involving 
loans to the GPU system (HCAR No. 21107, dated 
June 19, 1979, in File No. 70-6311) to make any ad- 
vance to Jersey Central, and also include a determin- 
ation by the holders of 70% of principal amount of 
the Bonds only after a similar determination has been 
made by the holders of 70% of principal amount of 
the bonds issued and sold in June, 1979 (see File No. 
70-6290, HCAR No. 21122) that there has occurred a 
change in the financial condition or prospects of 
Jersey Central which change is material and adverse 
and substantially increases the risk that the Bonds 
will not be paid when due. 


Of the net proceeds, $25 million will be used to 
refund 12-3/8% series First Mortgage Bonds 
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maturing November 1, 1979. The remaining $22.5 
million will be used to pay $22.5 million of short-term 
loans outstanding at the date of the sale (of such 
bonds) pursuant to a revolving credit agreement (see 
File No. 70-6311). The interest rate under the 
revolving credit agreement is 111% of the prime rate 
in effect at Citibank, N.A. At a prime rate of 13-1/4% 
the effective rate of borrowing $22.5 million under 
such credit agreement would be 14.7% annually (not 
including the required commitment fee under the 
credit agreement of one-half percent), or $3,309, 188, 
compared with 12-3/8% or $2,615,625 for this 
portion of the new bonds (exclusive of any related 
expenses). 


As of June 30, 1979, the capital structure of Jersey 
Central (including short-term debt), per books and 
pro forma (giving effect to the issuance of the bonds, 
the repayment of the short-term loans and the retire- 
ment of the maturing bonds), is as follows: 


(000's) 


Per Books % 


Long-term debt $ 844,810 
Short-term debt 95,125 
Preferred Stock 202,546 11.50 202,546 11.50 
Common Equity 619,339 35.15 619,339 35.15 


$1,761,820 100.00 $1,761,820 100.00 


Pro Forma % 


47.95 $ 867,310 49.23 
5.40 72,625 4.12 














The fees, commissions and expenses incurred in con- 
nection with the transaction are estimated to total 
$337,500, including financial consulting and place- 
ment fees of $237,500, attorneys fees of $49,000, 
printing costs of $35,000, costs of loan carrying 
charges of two buyers of $20,000, trustees’ fees of 
$16,000, accountants’ fees of $6,000 and miscella- 
neous expenses of $12,000. The Board of Public 
Utilities of the State of New Jersey has authorized 
the issuance and sale of the Bonds. No other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the trans- 
action. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21221), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable stan- 
dards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the 
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interest of investors and consumers that said 
application, as amended, be granted; 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, granted 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21256/October 18, 1979 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-6351) 


ORDER AUTHORIZING HOLDING COMPANY TO 
BECOME BONDED AS SURETY OF PUBLIC 
UTILITY SUBSIDIARY COMPANY 


The Southern Company (“Southern”), a registered 
holding company, has filed a declaration with this 
Commission pursuant to Sections 12(b) and 12(f) of 
the Public Utility Holding Company Act of 1935, 
(“Act’’), regarding the following proposed trans- 
action. 


Southern proposes to act as one of two sureties on a 
bond of its subsidiary, Alabama Power Company 
(“Alabama’’), in connection with Alabama's appeal of 
a rate proceeding. On July 19, 1979, the Alabama 
Public Service Commission entered an order which 





denied the rates requested by Alabama, made 
permanent a 9% emergency rate increase granted in 
March, 1979, added on a 5% increase to go into 
effect on July 19, 1979 and scheduled an additional 
8% increase to go into effect in January of 1980. On 
August 20, 1979, Alabama filed notice of appeal to 
the Supreme Court of Alabama and has petitioned 
that court for authority to place into effect, subject to 
refund under supersedeas bond, that portion of the 
rate increase denied. The maximum amount of the 
bond would be $120,536,000, twice the estimated re- 
venues from the refundable rates for the first six 
months supersedeas period. Southern proposes to 
act as surety during the initial six months from the 
date of delivery of the bond and to execute as surety 
such further bonds, renewals or extensions, as may 
be required to keep the proposed rates in effect 
pending a determination on the appeal. Alabama has 
been advised that such a bond can be obtained from 
a commercial surety only with difficulty and at 
substantial premium costs. To avoid such costs, 
Southern proposes to act as surety for no premium, 
fee or other compensation. The President of Alabama 
will act as the second surety. 


The expenses incurred or to be incurred in connec- 
tions with the proposed transaction are estimated at 
$2,800, including legal fees of $500. It is stated that 
no state commission, and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21225), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and 


conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21257/October 18, 1979 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
212 E. 6th Street 
Tulsa, Oklahoma 74119 


(70-6368) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Public Service 
Company of Oklahoma (“PSO”), an electric utility 
subsidiary of Central and South West Corporation, a 
registered holding company, has filed an application 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 ("Act’’), designating 
Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application, 
which is summarized below, for a complete state- 
ment of the proposed transaction. 


PSO proposes to issue and sell at competitive bidding 
$55,000,000 principal amount of its First Mortgage 
Bonds, Series P, due December 1, 2009. The interest 
rate (which will be a multiple of 1/8 of 1% ) and the 
price to be paid to PSO for the bonds (which will not 
be less than 99% nor more than 102.75% of the prin- 
cipal amount thereof) will be determined by compet- 
itive bidding. The bonds will be issued under and 
secured by PSO’s Indenture dated July 1, 1945, as 
heretofore amended and supplemented and as to be 
further amended by a supplemental indenture to be 
dated December 1, 1979. The bonds will have 
refunding protection until December 1, 1984, and will 
be subject to a 1% sinking fund beginning in 1981. 
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The net proceeds from the sale of the bonds will be 
used by PSO to refund $53,300,000 of its Series A & 
C 8.25% Project Bonds due December 20, 1979, and 
the remainder of the proceeds will be used to reduce 
outstanding short-term borrowings which were 
incurred for company obligations, including projects 
under construction. PSO estimates its construction 
and fuel exploration and development expenditures at 
$260,000,000 for 1979, $225,000,000 for 1980, and 
$311,000,000 for 1981. 


No funds generated from the bonds nor any of the 
borrowings retired thereby have been or will be 
utilized to pay the cost of facilities which would not 
be needed to provide service to customers of PSO if 
it were not part of the Central and South West 
System. No expenditures will be made by PSO for 
the construction or acquisition of any facility not so 
needed prior to the time all funds covered by this 
application have been expended. For the purposes of 
the foregoing representation, PSO has assumed that 
none of the facilities construction or acquisition of 
which would be part of any proposal forming the 
subject of the proceedings in Central and South West 
Corporation et al. (Admin. Proc. File No. 3-4951) 
would be needed to provide service to customers of 
PSO if it were not part of the Central and South West 
System. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$80,000, including legal fees of $20,000, accountants’ 
fees of $6,500, and charges of the system service 
company, at cost, of $4,000. The fee and expenses of 
counsel for the purchasers of the proposed bonds, 
which are to be paid by the successful bidders, are 
estimated at $21,000. It is stated that the Corporation 
Commission of the State of Oklahoma has jurisdiction 
over the proposed transaction and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction thereover. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 17, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of attorney at law, by certificate) should be filed with 
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the request. At any time after said date, the appli- 
cation, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21258/October 18, 1979 


In the Matter of 


ALABAMA POWER COMPANY 
P. O. Box 2641 


Birmingham, Alabama 35291 


GULF POWER COMPANY 
P.O. Box 1151 
Pensacola, Florida 32520 


GEORGIA POWER COMPANY 
P.O. Box 4545 
Atlanta, Georgia 30302 


MISSISSIPPI POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 


(70-6367) 





NOTICE OF PROPQSAL TO ISSUE FIRST 
MORTAGE BONDS FOR SINKING FUND 
PURPOSES 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (‘‘Alabama’’), Gulf Power Company 
(“Gulf’’), Georgia Power Company (‘Georgia’), and 
Mississippi Power Company (‘‘Mississippi’’), all of 
which are public-utility subsidiaries of The Southern 
Company, a registered holding company, have filed a 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Sections 6(a) and 7 of the Act and Rule 
50(a)(5) promulgated thereunder as applicable to the 
following proposed transactions. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Alabama, Georgia, Gulf, and Mississippi propose to 
issue their respective first mortgage bonds (“sinking 
fund bonds’’) and to surrender such sinking fund 
bonds to the trustees under their respective inden- 
tures for the purpose of satisfying the sinking fund 
(improvement fund, in the case of Alabama) require- 
ments thereunder to be satisfied on or prior to June 
1, 1980. The amounts and series of sinking fund 
bonds proposed to be issued are as follows: 


Name of company Amount Series 
Alabama 
Georgia 
Gulf 


Mississippi 


$18,433,000 
24,513,000 
3,078,000 
2,647,000 


3%2% Series due 1985 
2%% Series due 1980 
3%% Series due 1984 
32% Series due 1981 


The sinking fund bonds are to be issued on the basis 
of unfunded net property additions, thus making 
available for general corporate purposes cash which 
would otherwise be needed to satisfy the sinking 
fund requirements or to purchase bonds to be used 
for such purpose. It is stated that the issuance of the 
sinking fund bonds is exempt from the competitive 
bidding requirements of Rule 50 by reason of clause 
(a)(5) thereof inasmuch as such bonds will not 
constitute obligations of the companies for the 
payment of money. 


Each of the indentures has similar coverage require- 
ments regarding the issuance of bonds for sinking 
(improvement) fund purposes. Currently, Alabama 
does not have the necessary coverage to issue any 
additional bonds under its indenture because of 
inadequate earnings. If, at the time necessary to 


satisfy the sinking fund requirement, Alabama is 
unable to issue additional bonds for that purpose, it 
will be necessary for Alabama to satisfy such require- 
ment by depositing cash or reacquired bonds with its 
trustee. 


The fees and expenses incurred or to be incurred in 
connection with the proposed transactions total 
$8,000, including fees for legal counsel of $1,600 and 
charges of trustees of $4,000. 


It is stated that the issuance of the bonds by 
Alabama, Georgia, and Gulf will have been expressly 
authorized by the Alabama Public Service Commis- 
sion, the Georgia Public Service Commission, and the 
Florida Public Service Commission, respectively, and 
that no other state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


NOTICE IS FURTHER given that any interested 
person may, not later than November 20, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D:C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 542/October 16, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6136/October 16, 1979 





TRUST INDENTURE ACT OF 1939 
Release No. 543/October 17, 1979 


In the Matter of 
WARNER-LAMBERT COMPANY 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act on application 
of Warner-Lambert Company (the ‘“‘Company”) that 
the Trusteeship of Irving Trust Company under 
various specified indentures is not so likely to involve 
a material conflict of interest as to make it necessary 


to disqualify Irving Trust Company from acting as 
Trustee. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10901/October 12, 1979 
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In the Matter of 


DAILY CASH ACCUMULATION FUND, INC. 
3600 S. Yosemite Street 
Denver, Colorado 80237 


(812-4522) 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM RULES 2a-4 AND 22c-1 UNDER 
THE ACT 


NOTICE IS HEREBY GIVEN that Daily Cash Accumu- 
lation Fund, Inc. (‘Applicant’), registered under the 
Investment Company Act of 1940 (“Act’’) as an 
open-end, diversified management investment com- 
pany, filed an application on August 20, 1979, and an 
amendment thereto on October 9, 1979, for an order 
of the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicant from the provisions of 
Rules 2a-4 and 22c-1 under the Act to the extent 
necessary to permit Applicant to compute its net 
asset value per share for the purposes of sales and 
redemptions of its shares to the nearest one cent on a 
share value of one dollar. Applicant represents that in 
all other respects its portfolio securities will be valued 
in accordance with the views of the Commission set 
forth in Investment Company Act Release No. 9786 
(May 31, 1977) (‘‘IC-9786). All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant states that it is a ‘‘money market’’ fund 
whose investment objective is seeking the maximum 
current income that is consistent with low capital 
risk and the maintenance of liquidity. Applicant, as 
a matter of fundamental policy, invests only in bank 
or corporate debt obligations, commercial paper, 
U.S. Treasury bills and other short-term debt instru- 
ments issued by the U.S. Government or its agen- 
cies, maturing in or called for redemption in one 
year or less. 


Applicant states that it values its portfolio in 
accordance with the views set forth in IC-9786, in 
that it will value debt securities with greater than 60 
days remaining to maturity based upon current 
market quotations if readily available in such a 
manner as to take into account any unrealized 
appreciation or depreciation due to changes in 
interest rates and other factors which would influence 





the current fair value of such securities, For debt 
securities originally purchased with remaining 
maturities of 60 days or less, or debt securities 
originally purchased with maturities of in excess of 60 
days but which currently have maturities of 60 days 
or less, the Applicant will use amortized cost 
valuation for the 60 days prior to maturity. Such 
amortization will be based upon the market or fair 
value of the securities on the 61st day prior to 
maturity, provided that such valuation is determined 
to be appropriate by the Board of Directors of the 
Applicant. 


Applicant asserts that because of the short maturities 
of its portfolio, its net asset value per share has 
remained constant at $1.00 per share. Applicant 
states that it expects as a result of rounding the net 
asset value per share to the nearest $0.01 on a $1.00 
price, the Applicant's price per share for the purpose 
of sales and redemption should remain at $1.00 but 
that this might not be the case in the absence of such 
rounding (i.e. if the Applicant is required to value its 
shares at 1/10 of 1% accuracy under IC-9786) if 
future investment considerations should dictate an 
increase in the average life of the Applicant's 
portfolio. 


Applicant represents that its shareholders use its 
shares for investment of cash reserves or temporary 
cash balances and that the maintenance of a 
constant net asset value per share is a crucial factor 
in their purchase and holding of the Applicant's 
shares. Applicant asserts that by meeting the 
conditions set forth below and rounding its shares to 
the nearest one cent on a share value of one dollar, it 
can maintain a constant value for its shareholders 
along with full liquidity and a satisfactory yield. In 
addition, Applicant states that its adherence to the 
conditions set forth below will substantially reduce 
the likelihood of significant variation from a constant 
share price and the likelihood of any dilution of the 
assets and returns of incoming and outgoing share- 
holders. 


Rule 22c-1 under the Act provides, in part, that no 
registered investment company issuing any redeem- 
able security shall sell, redeem, or repurchase any 
such security except at a price based on the current 
net asset value of such security which is next 
computed after receipt of a tender of such security 
for redemption or of an order to purchase or sell such 
security. Rule 2a-4 under the Act provides, as here 
relevant, that ‘‘current net asset value’’ of a 
redeemable security issued by a registered investment 
company used in computing its price for the purposes 
of distribution and redemption shall be determined 


with reference to (1) current market value for 
portfolio securities with respect to which market 
quotations are readily available and (2) for other 
securities and assets fair value as determined in good 
faith by the board of directors of the registered 
company. In IC-9786 the Commission expressed its 
view that it is inconsistent with Rule 2a-4 for certain 
money market funds to “round-off” calculations of 
their net asset value per share to the nearest one cent 
on a share value of $1.00, because such a calculation 
might have the effect of masking the impact of 
changing values of portfolio securities and therefore 
might not “‘reflect’’ its portfolio valuation as required 
by Rule 2a-4. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security, or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act and the rules 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest 
and consistent with the protection of investors and 
the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant submits that the requested exemptions are 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Applicant represents that its shareholders who 
purchased shares with the expectation of realizing 
Applicant's objective of seeking the maximum current 
income that is consistent with the stability of principal 
would be unfairly treated if the net asset value of 
their shares were to deviate from $1.00 per share. 
Further, the Applicant contends that a deviation 
which would cause an increase in the net asset value 
per share is unlikely, in view of the Applicant's 
practice of including realized and unrealized capital 
gains in dividends paid; however, should there be a 
deviation to below $1.00 per share, redeeming share- 
holders could lose not only all or part of the dividend 
income which they have earned but even part of 
their principal, particularly if a redemption takes 
place relatively soon after a purchase. 


Applicant submits that to maintain the stability of its 
net asset value per share at $1.00, its Board of 
Directors, to the extent necessary, will consider the 
advisability of temporarily suspending the payment of 
dividends or making a capital gains distribution (if and 
to the extent that capital gains have not been 
reflected in prior dividends) to maintain a $1.00 price 
per share if the net asset value per share declines to a 
value below $0.997 or rises to a value of above $1.003 
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respectively. In addition, Applicant states that to 
maintain the stability of its price per share Applicant 
will adhere to the following conditions: 


1. In supervising Applicant’s operations 
and delegating special responsibilities 
involving portfolio management to 
Applicant's investment adviser, Applicant's 
Board of Directors undertakes—as a 
particular responsibility within the overall 
duty of care owed to its shareholders—to 
assure to the extent reasonably practicable, 
taking into account current market 
conditions affecting Applicant's investment 
objectives, that the Applicant’s price per 
share as computed for the purpose of 
distribution, redemption and repurchase, 
rounded to the nearest one cent, will not 
deviate from $1.00; 


2. Applicant will maintain a_ dollar- 
weighted average portfolio maturity 
appropriate to its objective of maintaining a 
stable price per share, and the Applicant 
will not (i) purchase a portfolio security 
unless it (a) matures in one year or less; or 
(b) has been called for redemption in one 
year or less, provided that the Applicant's 
investment adviser shall have determined 
that the risk that such redemption will not 
take place is minimal; or (c) is subject to a 
repurchase agreement, the delivery under 
which does not exceed one year, provided 
that any such repurchase agreement shall 
be with a financial institution believed by 
the Applicant’s investment adviser to 
present minimal credit risks; or (ii) maintain 
a dollar-weighted average portfolio 
maturity in excess of 120 days. 


3. Applicant will limit its portfolio 
investments, including repurchase 
agreements, to those U.S. dollar 
denominated instruments which the Board 
of Directors determines present minimal 
credit risks, and which are of “high quality’’ 
as determined by any major rating service 
or, in the case of any instrument that is not 
rated, of comparable quality as determined 
by the Board of Directors. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 6, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
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request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant at the addresses stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10902/October 16, 1979 


In the Matter of 


LUTHERAN BROTHERHOOD MONEY MARKET 
FUND, INC. 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(812-4531) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM THE PROVI- 
SIONS OF SECTION 2(a)(41) OF THE ACT AND 
RULES 2a-4 AND 22c-1 THEREUNDER. 


Lutheran Brotherhood Money Market Fund, Inc. 
(‘‘Applicant’’), registered under the Investment 
Company Act of 1940 (“‘Act’’) as an open-end, diver- 





sified, management, investment company, filed an 
application on February 28, 1979, and amendments 
thereto on August 7, 1979, and September 4, 1979, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, to the extent 
necessary to permit Applicant's assets to be valued at 
amortized cost. 


On September 21, 1979, a notice was issued 
(Investment Company Act Release No. 10874) of 
the filing of the application. The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from the provisions of 
Section 2(aX41) of the Act and Rules 2a-4 and 22c-1 
thereunder, to the extent necessary to permit 
applicant's assets to be valued at amortized cost, be 
and hereby is granted, effective forthwith, subject to 
the following conditions agreed to by Applicant: 


1. In supervising Applicant's operations and 
delegating special responsibilities involving port- 
folio management to Applicant's investment 
adviser, Applicant's Board of Directors 
undertakes—as a particular responsibility within 
the overall duty of care owed to shareholders—to 
establish procedures reasonably designed, taking 
into account current market conditions and 
Applicant's investment objectives, to stabilize 
Applicant's net asset value per share, as computed 
for the purpose of distribution, redemption, and 
repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
the Board of Directors shall be the following: 


(a) Review by the Board of Directors, as it 
deems appropriate and at such intervals as 
are reasonable in light of current market 


conditions, to determine the extent of 
deviation, if any, of the net asset value per 
share as determined by using available 
market quotations from Applicant’s $1.00 
amortized cost price per share, and the 
maintenance of records of such review.’ 


(b) In the event such deviation from 
Applicant's $1.00 amortized cost price per 
share exceeds % of 1 percent, a 
requirement that the Board of Directors will 
promptly consider what action, if any, 
should be initiated by the Board of Directors. 


(c) Where the Board of Directors believes 
the extent of any deviation from Applicant's 
$1.00 amortized cost price per share may 
result in material dilution or other unfair 
results to investors or existing 
shareholders, it shall take such action as it 
deems appropriate to eliminate or to reduce 
to the extent reasonably practicable such 
dilution or unfair results, which may 
include: redemption of shares in kind; 
selling portfolio instruments prior to 
maturity to realize capital gains or losses, or 
to shorten the average maturity of portfolio 
instruments of Applicant; withholding 
dividends; or utilizing a net asset value per 
share as determined by using available 
market quotations. 


3. Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with aremaining maturity 
of greater than one year, or (b) maintain a 
dollar-weighted average portfolio maturity which 
exceeds 120 days.? 





'To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by the 
Board of Directors in the exercise of its discretion to 
be appropriate indicators of value which may 
include, inter alia, (1) quotations or estimates of 
market value for indivudual portfolio instruments, 
or (2) values obtained from yield data relating to 
classes of money market instruments published by 
reputable sources. 


2In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted 
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4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1. above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years 
in an easily accessible place a written record of the 
Board of Directors’ considerations and actions 
taken in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the Board of Directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) of the 
Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which the 
Board of Directors determines present minimal 
credit risks, and which are of “high quality’’ as 
determined by any major rating service or, in the 
case of any instrument that is not so rated, of 
comparable quality as determined by the Board of 
Directors. 


6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








(Footnote 2, continued) 


average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10903/October 16, 1979 


In the Matter of 


FEDERATED FIDUCIARY TRUST 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


(812-4338) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER. 


Federated Fiduciary Trust (‘‘Applicant’’), registered 
under the Investment Company Act of 1940 (‘‘Act’’) 
as an open-end, diversified, management investment 
company, filed an application on July 28, 1978, and 
amendments thereto on August 7, 1979, and 
September 4, 1979, requesting an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 there- 
under, to the extent necessary to permit Applicant’s 
assets to be valued at amortized cost. 


On September 21, 1979, a notice was issued 
(Investment Company Act Release No. 10873) of 
the filing of the application. The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder, to the extent necessary to permit 
applicant's assets to be valued at amortized cost, be 
and hereby is granted, effective forthwith, subject to 
the conditions agreed to by Applicant: 





1. In supervising Applicant's operations and 
delegating special responsibilities involving port- 
folio management to Applicant's investment 
adviser, the trustees undertake—as a particular 
responsibility within the overall duty of care owed to 
shareholders—to establish procedures reasonably 
designed, taking into account current market 
conditions and Applicant's investment objectives, 
to stabilize Applicant's net asset value per share, as 
computed for the purpose of distribution, 
redemption, and repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
the trustees shall be the following: 


(a) Review by the trustees as they deem 
appropriate and at such intervals as are 
reasonable in light of current market 
conditicns, to determine the extent of 
deviation, if any, of the net asset value per 
share as determined by using available 
market quotations from Applicant’s $1.00 
amortized cost price per share, and the 
maintenance of records of such review. ' 


(b) In the event such deviation from 
Applicant’s $1.00 amortized cost price per 
share exceeds % of 1 percent, a 
requirement that the trustees will promptly 
consider what action, if any, should be 
initiated by the trustees. 


(c) Where the trustees believe the extent 
of any deviation from Applicant’s $1.00 
amortized cost price per share may resultin 
material dilution or other unfair results to 
investors or existing shareholders, they 
shall take such action as they deem 
appropriate to eliminate or to reduce to the 
extent reasonably practicable such dilution 
or unfair results, which may _ include: 
redemption of shares in kind; selling 





1To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by the 
Board of Directors in the exercise of its discretion to 
be appropriate indicators of value which may 
include, inter alia, (1) quotations or estimates of 
market value for indivudual portfolio instruments, 
or (2) values obtained from yield data relating to 
classes of money market instruments published by 
reputable sources. 


portfolio instruments prior to maturity to 
realize capital gains or losses, or to shorten 
the average maturity of portfolio 
instruments of Applicant; withholding 
dividends; or utilizing a net asset value per 
share as determined by using available 
market quotations. 


3. Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a 
dollar-weighted average portfolio maturity which 
exceeds 120 days.? 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1. above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years 
in an easily accessible place) a written record of the 
trustees’ considerations and actions taken in 
connection with the discharge of their 
responsibilities, as set forth above, to be included in 
the minutes of the trustees’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) of the 
Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which the 
trustees determine present minimal credit risks, 
and which are of “high quality’ as determined by 
any major rating service or, in the case of any 
instrument that is not so rated, of comparable 
quality as determined by the trustees. 





2In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10904/October 18, 1979 


In the Matter of 


DELAWARE CASH RESERVE, INC. 
Seven Penn Center Plaza 
Philadelphia, PA 19103 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


On September 20, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10871) of an appli- 
cation filed by Delaware Cash Reserve, Inc. (‘‘Appli- 
cant’) on August 20, 1979, for an order pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(“Act’’), exempting Applicant from the provisions of 
Section 2(a)(41) and Rules 2a-4 and 22c-1 under the 
Act to the extent necessary to permit Applicant to 
calculate its net asset value per share using the 
amortized cost method of valuing portfolio securities. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 


has been filed, and the Commission has not ordered a 
hearing. 
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The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 under the Act, to the extent 
requested, be, and hereby is, granted, effective 
forthwith, subject to the following conditions to 
which Applicant has consented: 


1. In supervising Applicant's operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, Applicant’s Board of Directors 
undertakes—as a particular responsibility within 
the overall duty of care owed to shareholders—to 
establish procedures reasonably designed, taking 
into account current market conditions and 
Applicant’s investment objectives, to stabilize 
Applicant's net asset value per share, as computed 
for the purpose of distribution, redemption, and 
repurchase, at $10.00 per share. 


2. Included within the procedures to be adopted by ® 
the Board of Directors shall be the following duties 
and responsibilities, which would be executed by a 
duly-constituted committee of the board acting in 
accordance with the procedures adopted by the full 
board pursuant to paragraph 1. above. 


(a) Review by the Board of Directors, as it 
deems appropriate and at such intervals as 
are reasonable in light of current market 
conditions, to determine the extent of 
deviation, if any, of the net asset value per 
share as determined by using available 
market quotations from Applicant’s $10.00 
amortized cost price per share, and the 
maintenance of records of such review. 


(b) In the event such deviation from 
Applicant's $10.00 amortized cost price per 
share exceeds % of 1 percent, a 
requirement that the Board of Directors will 
promptly consider what action, if any, 
should be initiated. 


(c) Where the Board of Directors believes 
the extent of any deviation from Applicant's 





$10.00 amortized cost price per share may 
result in material dilution or other unfair 
results to investors or existing 
shareholders, it shall take such action as it 
deems appropriate to eliminate or to reduce 
to the extent reasonably practicable such 
dilution or unfair results, which may 
include: redemption of shares in kind; 
selling portfolio instruments prior to matu- 
rity to realize capital gains or losses, or to 
shorten the average portfolio maturity of 
Applicant; withholding dividends; or 
utilizing a net asset value per share as 
determined by using available market 
quotations. 


3. Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that Applicant will not (a) 
purchase any instrument with aremaining maturity 
of greater than one year, or (b) maintain a 
dollar-weighted average portfolio which exceeds 
120 days. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1. above; and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years 
in an easily accessible place) a written record of the 
Board of Directors’ considerations and actions 
taken in connection with the discharge of its 
responsibilities, as set forth in subparagraphs (a), (b) 
and (c) of condition 2. above, to be included in the 
minutes of the Board of Directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) of the 
Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those 
instruments which the Board of Directors 
determines present minimal credit risks, and which 
are of high quality as determined by any major 
rating service or, in the case of any instrument that 
is not so rated, of comparable quality as determined 
by the Board of Directors. Any obligations of foreign 
issuers acquired by Applicant shall be dollar- 
denominated obligations. 


6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as to 


whether any action pursuant to condition 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10905/October 18, 1979 


In the Matter of 


AMCAP FUND, INC. 
AMERICAN BALANCED FUND, INC. 


AMERICAN FUND OF GOVERNMENT SECURI- 
TIES, INC. 


AMERICAN MUTUAL FUND, INC. 

ANCHOR GROWTH FUND, INC. 

THE BOND FUND OF AMERICA, INC. 
FUNDAMENTAL INVESTORS, INC. 

THE GROWTH FUND OF AMERICA, INC. 

THE INCOME FUND OF AMERICA, INC. 

THE INVESTMENT COMPANY OF AMERICA 
NEW PERSPECTIVE FUND, INC. 


THE TAX-EXEMPT BOND FUND OF AMERICA, 
INC. 


WASHINGTON MUTUAL 
INC. 


INVESTORS FUND, 


and 
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AMERICAN FUNDS DISTRIBUTORS, INC. 
333 South Hope Street 
Los Angeles, California 90071 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING APPLICANTS AND CERTAIN TRANS- 
ACTIONS FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT AND RULE 22d-1 THEREUNDER, 
AND APPROVING AN OFFER OF EXCHANGE 
UNDER SECTION 11(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that AMCAP Fund, Inc., 
American Balanced Fund, Inc., American Mutual 
Fund, Inc., Anchor Growth Fund, Inc., The Bond 
Fund of America, Inc., Fundamental Investors, Inc., 
The Growth Fund of America, Inc., The Income Fund 
of America, Inc., The Investment Company of 
America, New Perspective Fund, Inc. and 
Washington Mutual Investors Fund, Inc., (collectively 
referred to as the “High Loads Funds’’ and each 
individually as a “‘High Load Fund”) and American 
Fund of Government Securities, Inc. (“Government 
Fund’’), The Tax-Exempt Bond Fund of America, Inc. 
(“Tax-Exempt Fund’’) and American Funds 
Distributors, Inc. (‘‘Distributor’’) (collectively referred 
to with the High Load Funds, Government Fund and 
Tax-Exempt Fund as “‘Applicants’’), filed an appli- 
cation on September 19, 1979, for an order pursuant 
to Section 6(c) of the Investment Company Act of 
1940 (‘Act’), exempting Applicants and certain 
transactions from the provisions of Section 22(d) of 
the Act and Rule 22d-1 thereunder, and approving 
under the provisions of Section 11(a) of the Act 
certain offers to exchange. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Each of the High Load Funds, Government Fund and 
Tax-Exempt Fund is registered under the Act as an 
open-end management investment company. Distrib- 
utor, as principal underwriter for each High Load 
Fund, Government Fund, and Tax-Exempt Fund, 
maintains a continuous public offering of the shares 
of each of their respective net asset values, plus a 
sales charge. Applicants state that the maximum 
sales charge for each of the High Loan Funds is 8.5% 
of the offering price per share on purchases of less 
than $15,000 and that the sales is reduced on larger 
purchases. Applicants further state that shares of 
each of the High Load Funds may be exchanged for 
shares of any of the other High Load Funds on the 
basis of relative net asset values per share at the time 
of the exchange, without a sales or other charge. 
Applicants represent that, pursuant to the under- 


710/SEC DOCKET 


writing agreement between Government Fund and 
Distributor, the maximum sales charge for shares of 
Government Fund is 1.75% of the offering price per 
share, reduced on sales in excess of $15,000, and 
that under the proposed underwriting agreement 
between Tax-Exempt Fund and Distributor the 
maximum sales charge for shares of Tax-Exempt 
Fund is 4.75% of the offering price per share, 
reduced on sales in excess of $25,000. According to 
Applicants, shares of each of the High Load Funds, 
Government Fund and Tax-Exempt Fund may be 
acquired through reinvestment of dividends and 
distributions at net asset value. 


Applicants state that each of the High Load Funds, 
Government Fund and Tax-Exempt Fund proposes to 
offer its shares to shareholders of each of the others 
in exchange for shares of the other fund on the 
following bases: (1) Shares of Government and Tax- 
Exempt Fund which were acquired through a share 
exchange from one of the High Load Funds or 
acquired as a result of the reinvestment of dividends 
or distributions can be exchanged for shares of any of 
the High Load Funds on the basis of their relative net 
asset value per share at the time of the exchange; (2) 
Shares of Government Fund and Tax-Exempt Fund 
acquired other than through a share exchange from 
one of the High Load Funds or reinvestment of 
dividends or distributions can be exchanged for 
shares of any of the High Load Funds on the basis of 
their relative net asset value per share at the time of 
the exchange, plus the sales charge described in the 
prospectus of each of the High Load Funds whose 
shares will be acquired in the exchange, less an 
amount equal to the sales charge previously paid on 
the Government Fund or Tax-Exempt Fund shares 
being exchanged; (3) Shares of Government Fund 
acquired other than through a share exchange 
from Tax-Exempt Fund or one of the High 
Load Funds or as a result of the reinvestment of 
dividends or distributions can be exchanged for 
shares of Tax-Exempt Fund on the basis of their 
relative net asset value per share at the time of the 
exchange, plus the sales charge described in the 
prospectus of Tax-Exempt Fund less an amount equal 
to the sales charge previously paid on the Govern- 
ment Fund shares being exchanged; and (4) Shares 
of Government Fund acquired through a_ share 
exchange from Tax-Exempt Fund can be exchanged 
for shares of Tax-Exempt Fund on the basis of their 
relative net asset value, or exchanged for shares of 
any of the High Load Funds on the same basis as an 
exchange originating from Tax-Exempt Fund. 
Applicants assert that, as a result of the above terms 
of exchanges, shareholders of Government Fund or 
Tax-Exempt Fund who exchange their shares for 
shares of the High Load Funds and shareholders of 
Government Funds who exchange their shares for 





shares of Tax-Exempt Fund would pay approximately 
the same overall sales charge that they would have 
paid had they directly purchased the same number of 
shares of the High Load Fund or of Tax-Exempt 
Fund. 


According to the application shareholders of the High 
Load Funds have the right to exchange their shares 
for shares of Government Fund and Tax-Exempt 
Fund, and shareholders of Tax-Exempt Fund have the 
right to exchange their shares for shares of Govern- 
ment Fund, without payment of any sales charge. A 
shareholder who acquired shares of Government 
Fund or Tax-Exempt Fund by way of an exchange of 
shares of one of the High Load Funds, would be 
able to re-exchange the shares of Government Fund 
or Tax-Exempt Fund for shares of any of the High 
Load Funds, or shares of Government for shares of 
Tax-Exempt Fund at net asset value since such share- 
holder already would have paid a full sales charge on 
his original purchase of shares of such High Load 
Fund. No further sales charge would be assessed on 
any future exchange of the shares so acquired. No 
refund of sales charges will be made on any of the 
exchanges permitted hereunder. 


Applicants state that in the event shareholders desire 
to exchange only a portion of their shares of Govern- 
ment Fund or Tax-Exempt Fund for one of the High 
Load Funds, or a portion of their shares of Govern- 
ment Fund for shares of Tax-Exempt Fund, those 
shares which may be exchanged at relative net asset 
value without sales charge will be exchanged first. 
The remaining shares to be exchanged will be 
selected from those shares which are entitled to be 
exchanged upon payment of the lowest additional 
sales charge. For example, if a shareholder owned 
2,000 shares of Government Fund on which a sales 
charge of 1.75% had been paid, and 250 shares of 
which had been acquired upon the reinvestment of 
dividends, and desired to exchange 1,000 shares of 
Government Fund for one of the High Load Funds, 
the shares to be exchanged and the sales charge due 
would be as follows: 250 shares of Government 
Fund would be exchanged at net asset value and the 
remaining 750 shares would be exchanged upon the 
payment of sales charge of 8.5% of the offering price 
per share less the sales charge paid on the 750 shares 
at the time they were acquired. If, because of rights 
of accumulation at the time of the exchange, the 
shareholder would be entitled to make direct 
purchase of shares of the High Load Fund to be 
acquired at a lower sales charge, the lower sales 
charge less the sales charge previously paid would be 
assessed. 


Section 11(a) of the Act provides, in part, that it shall 
be unlawful for any registered open-end company or 
any principal underwriter for such a company to 
make or cause to be made an offer to the holder of a 
security of such company or any other open-end 
investment company to exchange his security for a 
security in the same or another such company on any 
basis other than the relative net asset values of the 
respective securities to be exchanged, unless the 
terms of the offer have first been submitted to and 
approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company to any person except at a 
current offering price described in the prospectus. 
Rule 22d-1 provides for certain variations in and 
elimination of sales load, none of which are 
applicable to the proposed exchange offers. 


Applicant represents that the sales charge described 
in the prospectus of each of the High Load Funds, 
Government Fund and Tax-Exempt Fund differs from 
and may be greater than the sales charge which 
would be applicable to the proposed exchange offer. 
Applicants state that the purpose of the proposed 
exchange offer is to permit a shareholder of any of 
the High Load Funds, Government Fund or Tax- 
Exempt Fund whose investment objective changes to 
change that investment to a different investment 
company within the same group. Applicants assert 
that the exchange offer to shareholders of Govern- 
ment Fund or Tax-Exempt Fund cannot be made at 
the relative net asset value of the High Load Fund to 
be acquired because the shareholders of Government 
Fund or Tax-Exempt Fund would have paid sales 
charges on their investments that would be substan- 
tially lower than those paid by shareholders of the 
High Load Fund to be acquired. Further, shareholders 
of Government Fund cannot exchange their shares 
for shares of Tax-Exempt Fund on relative net asset 
basis, because they would have paid lower sales 
charges on their investments than did other share- 
holders of Tax-Exempt Fund. Applicants further 
argue that if shares of the High Load Funds could be 
acquired by a shareholder of Government Fund or 
Tax-Exempt Fund at net asset value in an exchange, 
or if shares of Tax-Exempt Fund could be acquired at 
net asset value by shareholders of Government Fund, 
it is possible that the exchange would be in violation 
of Section 22\d) of the Act, since investors would be 
able to purchase shares of one of the High Load 
Funds or Tax-Exempt Fund at a sales charge other 
than that described in .its prospectus merely by 
exchanging those Government Fund shares at net 
asset value for shares of one of the High Load Funds 
or Tax-Exempt Fund. 
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Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities or transactions, from any 
provision or provisions of the Act or of any rule 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest 
and consistent with the protection of investors and 
the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 13, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accom- 
panied by a statement as to the nature of his 
interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon 
Applicants at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





LITIGATION RELEASE NO. 8892/October 12, 
1979 
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SECURITIES AND EXCHANGE COMMISSION V. 
SCHICK, INC. 

(United States District Court for the District of 
Columbia, Civil Action No. 79-1627) 


The Commission announced today that the United 
States District Court for the District of Columbia 
entered a final judgment of permanent injunction 
against Schick Incorporated, of Westport, Connecti- 
cut, restraining and enjoining Schick from failing 
timely to file periodic reports with the Commission 
and requiring Schick to comply with certain under- 
takings. Schick, in consenting to the entry of the 
Court’s judgment, admitted that it had filed reports in 
an untimely manner on 14 separate occasions. The 
Commission’s Complaint was filed on June 21, 1979; 
see Litigation Release No. 8791/June 21, 1979. 


The Complaint had alleged that Schick, as part of a 
continuing course of conduct extending over several 
years, failed timely to file with the Commission 
certain Annual Reports and Quarterly Reports 
required to have been filed. Schick has agreed to 
adopt and maintain an audit committee, comprised of 
a majority of non-management directors, which shall 
have certain defined duties and responsibilities and 
further agreed to adopt certain procedures to assure 
timely filings of reports required to be filed under the 
Securities Exchange Act of 1934. 





LITIGATION RELEASE NO. 8893/October 15, 
1979 


SECURITIES AND EXCHANGE COMMISSION v. 
N. ROUNTREE YOUMANS, ET AL. 

(United States District Court for the Eastern District 
of Tennessee) Civil Action No. C7-79-216 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced the filing of a Complaint in the United 
States District Court for the Eastern District of 
Tennessee, at Chattanooga, on September 17, 1979, 
seeking preliminary and permanent injunctions 
against defendants Neal Rountree Youmans, T. 
Wendell Holliday, John Vorder-Bruegge, and Richard 
A. Chepul, all former officers and/or directors of 
Hamilton Bancshares, Inc., a Chattanooga, Tennes- 
see bank holding company now in receivership. 





When its major banking subsidiary, Hamilton Bank of 
Chattanooga (then with assets of more than 
$400,000,000) was declared insolvent by the 
Comptroller of the Currency in February 1976, it 
became what was then the third largest bank failture 
in the history of the country. Hamilton Bancshares 
also owned the majority of the stock in seventeen 
subsidiary banks and eight non-banking subsidiaries. 


The Commission's Complaint alleges that Youmans, 
of Atlanta, Georgia; Holliday of Knoxville, Tennessee; 
Vorder-Bruegge of Chattanooga, Tennessee and 
Chepul of Whiteville, North Carolina violated, and 
aided and abetted violations of, the anti-fraud 
provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934; and aided and 
abetted violations of the periodic reporting and proxy 
provisions of the Securities Exchange Act of 1934 in 
the course of their activities as officers and directors, 
involving reports and registration statements filed 
with the Commission and press releases issued to the 
public. The defendants are alleged to have had 
knowledge of the seriously deteriorating financial 
condition of Hamilton Mortgage Corporation, a 
subsidiary of Hamilton Bancshares, Inc., and of the 
adverse financial impact it had on its parent’s books 
and records, yet failed to disclose such information to 


the Commission, its shareholders or the investing 
public. 


The Complaint also alleges that the defendants failed 
to disclose that they had violated an agreement 
which the defendants had entered into with banking 
regulators which prohibited certain kinds of trans- 
actions between Hamilton National Bank of 
Chattanooga and its affiliated companies. 


Pursuant to the consent of Youmans, in which he 
neither admitted or denied the allegations of the 
Commission's Complaint, the Honorable Frank W. 
Wilson, United States District Judge for the Eastern 
District of Tennessee, entered a Judgment of 
Permanent Injunction against Youmans, enjoining 
him from violations of the anti-fraud, periodic 
reporting and proxy provisions of the federal 
securities laws. 


Litigation in this matter, concerning defendants 
Holliday, Vorder-Bruegge and Chepul, will continued. 





Litigation Release No. 8894/October 15, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
GILBERT, ET AL. 
76 Civil 366 (MEL) (S.D.N.Y.) 


Stephen L. Hammerman, Regional Administrator of 
the New York Regional Office, today announced that 
the Honorable Morris E. Lasker, United States 
District Judge for the Southern District of New York, 
signed final judgments of permanent injunction en- 
joining Edward M. Gilbert (‘Gilbert’), James C. Couri 
(“Couri’) and John C. Revson (‘‘Revson’’), from 
further violations of the anti-manipulative and 
anti-fraud provisions of the federal securities laws, 
Sections 9(a)(1), 9(a)(2), and 10(b) of the Securities 
Exchange Act of 1934 (‘Exchange Act’’) and Rule 
10b-5 thereunder. Gilbert was also enjoined from 
further violations of the extension of credit 
provisions, Section 7(f) of the Exchange Act and 
Regulation X, 12 C.F.R. 224, promulgated by the 
Board of Governors of the Federal Reserve System. 
Couri and Revson were enjoined from further viol- 
ations of the insider ownership reporting provisions, 
Section 16(a) of the Exchange Act and Rule 16a-1 
thereunder. 


In addition, Gilbert, Couri and Revson, as well as the 
following persons and entities, were also enjoined 
from further violations of the beneficial ownership re- 
porting provisions, Section 13(d) of the Exchange Act 
and Rule 13d-1 thereunder: Gerd Enterprises Corp., 
Robert L. Dudley, Municipal Street Sign Co., Inc., 
The Gilbert Trust, the Turid Gilbert Trust, The Yolan 
Gilbert Trust, and Lester Kerschner. Similar judg- 
ments were previously entered against Greenell Corp. 
and Homestead Properties. All of the above 
defendants consented to the entry of the injunctions 
without admitting or denying the allegations 
contained in the Commission’s complaint. 


In addition, Financiera Oriental S.A. was previously 
enjoined, by default, from further violations of 
Sections 9(a)(1), 9(a)(2), 10(b) and 13(d) of the 
Exchange Act and Rules 10b-5 and 13d-1 thereunder. 
Finally, the Commission has agreed to dismiss the 
complaint against three other defendants, Theodore 
Arnold, Axioma A.G. and Banque De L’Union 
Europeene En Suisse S.A. 


The Commission’s complaint, which was filed on 
January 21, 1976, alleged, among other things, that 
Gilbert, Couri, Revson, and sixteen other defendants, 
had engaged in a manipulation of the price of the 
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Common stock of Conrac Corporation (‘Conrac’’), 
which is traded on the New York Stock Exchange. 
During the period of the alleged manipulation, 
October 1, 1974 through December 18, 1975, the 
price of Conrac rose from $9 to $30. The complaint 
also charged that the defendents had placed 
numerous “‘wash’’ sales and ‘‘matched’’ orders in 
furtherance of the manipulation. 


Finally, the Commission wishes to acknowledge the 
assistance provided in this matter by the New York 
Stock Exchange. 


For further information, see Litigation Release No. 
7254. 





Litigation Release No. 8895/October 17, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
GILBERT, ET AL. 
76 Civil 366(MEL) (S.D.N.Y.) 


Stephen L. Hammerman, Regional Administrator of 
the New York Regional Office, today announced that 
the Honorable Morris E. Lasker, United States 
District Judge for the Southern District of New York, 
signed a final judgment of permanent injunction 
enjoining Ludwig J. Cserhat (‘‘Cserhat’’) in SEC v. 
GILBERT, ET AL., 76 Civil 366(MEL) (S.D.N.Y.), 
from further violations of the anti-manipulative and 
anti-fraud provisions of the federal securities laws, 
Sections 9(a)(1), 9(a)(2) and 10(b) thereunder. 
Cserhat consented to the entry of the injunction 
without admitting or denying the allegations 
contained in the complaint. 


For further information, see Litigation Release No. 
7254. 





Litigation Release No. 8896/October 18, 1979 
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SECURITIES AND EXCHANGE COMMISSION v. 
JOHN E. KIRBY AND RICHARD A. PARRISH 
(United States District Court for the Southern District 
of New York, Civil Action No. 79-5643) 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United 
States District Court for the Southern District of New 
York against John E. Kirby (’Kirby’’) of Baton 
Rouge, Louisiana and Richard A. Parrish (‘Parrish’) 
of Troy, Michigan, alleging violations of Section 10(b) 
of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder. The Court entered Final 
Judgments of Permanent Injunction against both 
Kirby and Parrish which enjoined them from further 
violations of the anti-fraud provisions of the 
Securities Exchange Act of 1934. Additionally, the 
Court ordered Kirby to disgorge certain profits made 
by him as a result of certain transactions in January 
and February, 1978, in the common stock of 
Resistoflex Corporation. Kirby and Parrish both 
consented to the entry of the Final Judgments 
against them without admitting or denying the alle- 
gations in the Commission's Complaint. 


The Commission's Complaint alleges that prior to a 
February 8, 1978 public announcement by Bundy 
Corporation of an offer to purchase all outstanding 
shares of the common stock of Resistoflex Corpor- 
ation, Kirby learned in telephone conversations with 
Parrish, his son-in-law, information concerning 
Bundy'’s plans, including information that Bundy was 
considering an acquisition and information from 
which Resistoflex’s identity could reasonably be and 
was determined by Kirby. Parrish was the Manager of 
Business Analysis and Planning for Bundy Corpor- 
ation and had analyzed the financial impact of the 
potential acquisition on Bundy. On January 25, 1978, 
and February 7, 1978, Kirby purchased a total of 
3,800 shares of the common stock of Resistoflex Cor- 
poration, knowing that such information was 
unavailable to those with whom he was dealing and 
without disclosing such information to them. Kirby 
sold the 3,800 shares later in February 1978 following 
the public announcement and realized substantial 
profits. 


In addition to the injunctive relief against violations of 
the anti-fraud provisions, the Court ordered Kirby to 
comply with a Plan of Disgorgement which he sub- 
mitted. The Plan of Disgorgement recites that Kirby 
has paid the sum of $17,000 to one seller in settle- 
ment of a private lawsuit ensuing from the same tran- 
sactions and represents that he will disgorge to the 
sellers the profit of $7,398.18 realized on the sale of 
the remainder of the stock purchased. 





These trading activities were brought to the attention 
of the Commission by the American Stock Exchange. 





Litigation Release No. 8897/October 18, 1979 


U.S.A. v. J. C. TRAHAN 
(CR-79-50008-01) (W.D./La.) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, and J. Randall Keene, United States 
Attorney for the Western District of Louisiana, today 
jointly announced that J. C. Trahan of Shreveport, 
Louisiana, pled guilty to one count of causing a false 
tax return to be filed. 


J. C. Trahan was indicted on April 13, 1979, in a 
24-count indictment alleging tax conspiracy, causing 
false tax returns to be filed, fraud in the sale of 
securities, and interstate transportation of property 
taken by fraud. 


The charges against Trahan were based upon his 
activities in connection with the sale of interests in oil 
and gas drilling funds while serving as the controlling 
officer of Resource Exploration, Inc., Lafayette 
Funds, Inc., and Oil and Gas Funds, Inc., all of 
Shreveport. 


Trahan pled guilty on September 13, 1979, before 
United States District Judge Tom Stagg. In a plea 
bargaining agreement, the government agreed to 
dismiss the remaining 23 counts against Trahan. 


For further information, see Litigation Releases Nos. 
7707, 7758, 7766 and 8221. 





Litigation Release No. 8898/October 18, 1979 


_ SECURITIES AND EXCHANGE COMMISSION v. 
‘ HERBERT E. OTTO 


(W.D. Pa., Civil Action No. 79-1270) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, Thomas H. Monahan, Assistant 
Regional Administrator of the Philadelphia Branch 
Office and Ralph M. Fratkin, Chairman of the 
Pennsylvania Securities Commission, announced that 
on October 12, 1979, the Honorable Barron P. 
McCune, United States District Court Judge for the 
Western District of Pennsylvania, entered an order 
permanently enjoining Herbert E. Otto from further 
violations of the securities registration and antifraud 
provisions of the federal securities laws in connection 
with the offer, purchase and sale of promissory 
notes, options and other securities. 


The Commission commenced this action on Sept- 
ember 10, 1979, by filing a complaint which alleged, 
among other things, that the defendant violated the 
securities registration and anti-fraud provisions of the 
federal securities laws in that in connection with the 
offer, purchase and sale of promissory notes, options 
and other securities, the defendant made untrue 
statements of material facts and failed to state mat- 
erial facts relating to defendant’s purported success 
in options trading which guaranteed profits of from 
16 to 20 percent. The complaint was based on infor- 
mation obtained in a joint investigation of this matter 
by the Pennsylvania Securities Commission and the 
Securities and Exchange Commission. 


The Final Judgment was entered with the consent of 
the defendant, who neither admitted nor denied the 
allegations of the complaint. The Final Judgment also 
provides that the Court shall retain jurisdiction over 
the parties and subject matter of this action for the 
purpose of determining the appropriateness and 
amount, if any, of further equitable relief in the form 
of disgorgement. 


For further information, see Litigation Release No. 
8874. 





Litigation Release 8899/October 18, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
LUNDY ELECTRONICS & SYSTEMS, INC. 
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United States District Court for the District of 
Columbia. Civil Action No. 79-2800 


The Commission announced today that it filed in the 
United States District Court for the District of 
Columbia a civil injunctive action against Lundy Elec- 
tronics & Systems Inc., (““Lundy’’), of Glen Head, 
Long Island, New York. The Commission’s Complaint 
alleges violations of the reporting provisions of the 
federal securities laws and seeks a Judgment of 
Permanent Injunction and Other Relief. 


The Complaint alleges that Lundy has failed to file its 
Annual Report on Form 10-K for its fiscal year ended 


June 30, 1979, required to have been filed with the 
Commission by September 28, 1979. Further, the 
Complaint charged that Lundy, as part of a 
continuing course of violative conduct extending over 
several years, has failed to timely file certain of its 
Annual Reports and Quarterly Reports required to 
have been filed with the Commission. 


The Complaint requests that. the Court order Lundy 
to file forthwith with the Commission its Annual 
Report on Form 10-K for its fiscal year ended June 
30, 1979. Further, the Commission requested that the 
Court enjoin Lundy from further violations of the re- 
porting provisions of the federal securities laws. 
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